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Rallying point for Independence Day ceremonies, a liberty pole stands at the center of the 
cover lithograph of Newark, N. ]., as seen in 1847 from the north, looking across the 
Passaic River. Printed by F. Michelin, the picture was published by the artist, E. White- 
field, a Canadian. It was loaned through the courtesy of the Newark Public Library. ... 
Appropriately, since the city was named to honor a Puritan pastor who had been born in 
Newark-upon-Trent, England, the lithograph shows at left the spires of Newark’s First 
Methodist, Grace, and First Presbyterian churches. Just alittle to the right of center rises the 
steeple of Trinity Church, built in 1805. Chuff-chuffing in the middle ground at right 
is an 1847 locomotive... . Historically, Newark was a Puritan settlement, established in 1666 
by seceding New Haven colonists under Robert Treat. ... When it was chartered a city in 
1836, Newark boasted a population of 19,732 persons. In 1933 it had 447,000. In 1846, a year 
before the cover print was published, the American Insurance Company was established there. 
In 1933 sixteen insurance companies had home offices in Newark. ... Today largest of New 
Jersey cities, Newark (aerial view above) is eighteenth largest in the United States. It 
has its own port, one of the finest public libraries in the country, and a system of parks. 
Close to the great New York market, lying athwart roads from nearby tron and coal fields, 
it is predominantly an industrial city. Among its manufactures are electrical machinery, 
paints and varnishes, beer, chemicals, and leather. Patent leather was invented there, 
and in the attic of a church rectory the Rev. Hannibal Goodwin invented flexible film, 
Newark’s gift to Hollywood. Newark airport is a terminal for mail and passengers. 
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Frontispiece—Looking Down, Weehawken 
Etching by Martin Lewis (Courtesy Kennedy & Co.) 


Current Trends in Inventories—A Mid-Year 
Survey - - - - - - - 


Charting the depth of goods dammed up in inven- 
tories, to fathom their effect on future demand. 


Factors Governing Changes in Domestic 
Automobile Demand - - - - 


Cuarces F. Roos anp VicToR VON SZELISKI 
How statistics of income and automobiles may 
measure the shadow of a coming year's market. 


How Did Big Business Get Big? - 
Epwin B. Georct 


Of lean years and fat years in the history of 
business concentration: third article in a sertes. 


The Business Diary—July, 1939 - -~— - 


€ For those interested in the prints of century-old cities appearing on the 


covers of Dun’s Review, the publishers have arranged to provide 
copies suitable for framing. Not all back numbers are available. 


current issues may be had on 13% x 14%4-inch French mats, $1; 
and framed with glass, $3. 


Add sales tax i 





n New York City. ... 
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The Trend of Business - “ “ , — 


Brief reviews of production, trade, and prices. 


Trade Index Shows Decline + Se. oe 


Swift waters and backwaters of business; 30 
indexes for use in checking regional sales. 


Analyzing the Record of Industrial and 


Commercial Failures - - - - - 37 
Significant Business Indicators - - - - 40 
Through the Statistician’s Eyes - - - - 4! 


Odd items from the month's record: Sales 
in Independent Stores; Farm Real Estate. 


Here and There in Business ee 
Things new, interesting, or significant which en- 
liven the days of a MERCANTILE AGENCY reporter. 


Judging the Market - - - - - = 50 
Wittarp L. THorp 
Editor of Dun’s Review 
formation about subseription rates will be found on page 49. . . . © Second 


cover photograph by Fairchild Aerial Surveys, Inc. Frontispiece: This etch- 
ing by Martin Lewis portrays a small dreaming boy, enthralled by a train 
in the hollow at river’s edge, while behind and above him twists a dead, 
three-fingered tree, victim of years spent in smoke from the pit below. 
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RETAILING 
WHOLESALING ..... 
MANUFACTURING .. 


RETAILING 
WHOLESALING . 
MANUFACTURING .. 


Unitrep States ToraL INVENTORY VALUES AND TRENDS 
FROM THE BEGINNING OF 1936 TO THE MIDDLE OF 1939 


I. 


January 1, 
1939 


July 1, 
1938 


January 1, 
1935 


January 1, 
1937 


January 1, 
1936 


EstiMATED VALUES—Millions of Dollars 

45757 
2,365 
10,543 


4,852 
2,416 
10,938 


5,033 
2,543 
11,851° 


4,717 
2,368 


9,951 


4,416" 
2,054° 
8,653° 


InpEx or TrENps—January 1, 1936 = 100 


114 
124 
137 


108 


115 
122 


110 
118 
127 


100 107 


100 115 


100 115 


1 Census of Business—1935. 

2 Census of Business—1935 and Statistics of Income—1935. 

3 The corresponding figure: in the Biennial Census of Manufactures—1g37 is less than this total for January 1, 1938, by 
$1,837 million, because the Census is based on number of plants while Dun & BRADSTREET estimates are based on con- 
cerns as corporate units. 


4,985 
2,426 
10,406 


CURRENT TRENDS mw INVENTORIES 


NVENTORY holdings, 
which the business man 
individually can decide to 
build up or decrease, con- 
stitute both a danger and a 
source of flexibility in our 


—A MID-YEAR SURVEY 


A DUN & BRADSTREET, INC., RESEARCH AND STATISTICAL 
DIVISION PROJECT, DIRECTED BY WALTER MITCHELL, JR. 


In this report on the fourth of a series of inventory 
surveys, estimated trends of holdings in more than 80 
industries and trades are carried forward from the be- 
ginning of 1936 to the mid-point of the current year. 
The survey was conducted under the general direction 


of Dr. Willard L. Thorp, Director of Economic Re- 


in these inventory coup- 
lings. Conversely, when 
the brakes are applied to 
spending, they unfortu- 
nately don’t take hold 
promptly all the way back 


economic system. Because 
of this the inventory prob- 
lem is becoming for busi- 
ness men a matter of increasing 
interest and study. 

Whether the decision to spend is 
made at the consumer’s family dining 
table or the corporation directors’ table, 
the money released is the locomotive 
which pulls the distribution and pro- 
duction train. The retailer, hitched 
directly behind, is the first to feel the 
added pull of increased consumption. 
Initially some of this change to a faster 


search. 


Questionnaire returns were edited and tabu- 
lated under the supervision of Fernley G. Fawcett. 


pace in the flow of distribution is ab- 
sorbed by depletion of inventories— 
which form the flexible linkage. But 
eventually the impulse is relayed back 
through wholesalers (or directly) to 
manufacturers of finished goods, and 
thence to raw material producers and 
the builders of machinery and equip- 
ment. 

As in the case of a long freight train, 
considerable slack may be accumulated 


[5] 


to the caboose. Wholesalers 
and manufacturers con- 
tinue for some time to put 
pressure on the retailer’s back door, 
in the form of shipments for which 
commitments were made when signals 
showed green far ahead. Our troubles 
seem to come when the back end of 
the train tries to anticipate the changes 
in speed or when the draw-bar in the 
inventory coupling allows so much 
slack as to shake us all up thoroughly. 

The twelve-month period ended July 
I, 1939, appears to have been largely 
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free of these customary jolts. It was 
an era of caution in the management 
of inventory, such as might be expected 
of a business public with fingers still 
tender from 1937 inventory burns. 
Regardless of whether the contrast is 
drawn over a six-month or a twelve- 
month period, the maximum change 
in value of stocks held in any of 
the three broad fields of business 
—retailing, wholesaling, and 
manufacturing—is 5 per cent. 


PERCENTAGE CHANGES IN VALUE OF 


INVENTORY HOLDINGS 
July 1, 1938 = January 1, 1939 
to July 1, 1939 to July 1, 1939 
RETAILERS «...... +2.4 +4.8 
WHOLESALERS ... —0.2 +2.8 
MANUFACTURERS . “4.5 —1.3 


This is in marked contrast to 
the rapid inventory increases re- 
corded during 1936 and 1937 
(table 1 and chart I). 

This relative stability of in- 
ventory holdings as a whole 
does not seem unreasonable dur- 
ing a period when production 
and consumption moved along 
at a fair pace and more closely 
in step with each other than is 
common among such rugged 
individualists as economic in- 
dexes. For instance, the Federal 
Reserve Board’s Index of Indus- 
trial Production is here charted 
on the same gridwork (chart IT) 
as the U. S. Trade Barometer, 
published regularly in Dun’s 
Review (see pages 30-36). From 
these indexes it appears that production 
advanced more rapidly than consumer 
spending during 1935 and 1936, fell 
more precipitously than the spending 
curve at the close of 1937, and started 
its recovery more suddenly in the 
middle of 1938. However, the rapid 
rise of the consumer spending index 
in the last quarter of 1938 very nearly 
paralleled the production index and 
since that time the two curves have 
moved approximately together. 

Are inventories larger than required 
for the volume of business being trans- 


1Survey computations give ‘“‘Census weights’’ to the 
various sizes of concerns in each trade, preventing the 
experience of a few large concerns among the contributors 
from concealing the little man’s story. 





acted? That is a frequent question 
and a direct, simple answer would be 
helpful. But a specific “Yes” or “No” 
is not possible for a double reason. 
Except by the study of the inconstant 
history of inventories we have no way 
of determining their “normal” volume 
in relation to volume of business. Sec- 


Il. ProporTION OF CoNCERNS HAVING 


INVENTORY INCREASES, BY SIZE 
OF CONCERN 


CONCERNS WITH INCREASES 


from 


from 


SALES VOLUME. July 1, 1938 Jan. 1, 1939 
to July 1, 1939 to July 1, 1939 
Per Cent Per Cent 
RETAILING 57 60 
$100,000 and over 50 59 
$50,000 to $100,000 55 59 
$30,000 to $50,000........ 58 61 
$20,000 to $30,000 60 62 
$10,000 to $20,000 64 65 
WHOLESALING ........ 53 60 
$500,000 and over........ 49 61 
$300,000 to $500,000 46 58 
$200,000 to $300,000...... 55 62 
$100,000 to $200,000 51 60 
$50,000 to $100,000 55 64 
Less than $50,000......... 65 56 
MANUFACTURING 51 55 
Over $10,000,000. ... 31 45 
$1,000,000 to $10,000,000. . 49 55 
$500,000 to $1,000,000 45 57 
$200,000 to $500,000 2 57 
$100,000 to $200,000 54 53 
Less than $100,000........ 58 55 


ondly, the inventory requirements of 
each enterprise are necessarily a matter 
of individual judgment. 

Inventories are larger now, relative 
to the volume of sales, than at the start 
of 1936; yet business at present is not 
enjoying the lusty growth which char- 
acterized 1935 and 1936. Inventories 
advanced more rapidly than sales dur- 
ing 1936 and 1937, but during the 1938- 
1939 period have not been depleted to 
an extent that would bring them in 
line with the 1935 ratios—which may, 
of course, have been too low. These 
observations obviously do not apply to 
all industries and trades, but may en- 
courage careful study of any plans to 





buy beyond current requirements, in so 
far as human judgment can draw the 
fine line between probability and hope. 
Changes in value of inventory hold- 
ings may be the result of changes either 
in prices or the physical volume of 
goods on hand. Wholesale price in- 
dexes suggest that in the field of manu- 
facturing the small decline in 
total inventory values was large- 
ly a matter of price, at least dur- 
ing the first half of 1939. The 
combined wholesale price in- 
dex* for all manufactured com- 
modities and raw materials de- 
clined by 1.4 per cent during the 
latter half of 1938 and by an- 
other 1 per cent during the first 
half of 1939. If we assume that 
the assortment of goods held 
by manufacturers is about the 
same as the assortment used in 
weighting the price index, the 
physical volume of goods on 
hand July 1 would appear to 
be almost exactly the same as 
it was six months earlier, and 
only 2 per cent smaller than in 
July, 1938. Under the same as- 
sumption the physical volume 
of wholesalers’ stocks would 
appear to be about 4 per cent 
larger at the beginning of July 
than it was on January 1 and 
about 2 per cent larger than in 

July, 1938. 

This assumption cannot be 
applied with quite the same validity to 
retailers’ inventories since retailers’ 
prices commonly do not move up or 
down so rapidly or violently as the 
more sensitive wholesale prices, and 
no general index of retail prices is 
available. However, the several in- 
dexes of retail prices of specific types 
of goods seem to indicate that, with 
the exception of a large decrease of 
more than 3 per cent in food prices, 
retail price levels have declined ap- 
proximately 1 per cent in the twelve 
months ended July 1, 1939. To the 
extent that this is true, unit additions 
to retailers’ holdings are only slightly 


?U. S. Bureau of Labor Statistics. 















larger than indicated by the recorded 
dollar increase. 

The data presented in our tables are 
in the form of index numbers, with 
inventories at the beginning of 1936 
rated as 100 and inventory values since 
that date expressed as percentages of 
that base. In these terms inventories 
of practically every industry and trade 
started the second half of 1939 at levels 
substantially above the beginning of 
1936. The base chosen for these indexes 
should not be interpreted as an as- 
sumption that stocks on hand at the 
beginning of 1936 were “normal.” 
They may have been too low, but no 
evidence is available to suggest that the 
higher inventories of a later date con- 
stitute a more logical basing point. 

Two other cautions should be kept 
in mind in examining these figures. 
The survey is one of a series of flash- 
light photographs of inventories at six- 
and twelve-month intervals. Although 
everyone in this snapshot may be seated 
in the same position each time the 
picture is taken, the photographer has 
no evidence to offer that no one moved 
between exposures. However, avail- 
able monthly indexes’ of the physical 
stocks of various commodities suggest 
that most of the changes occurring dur- 


, I. 


I]. PRODUCTION AND SPENDING SINCE 1935 


(Federal Reserve Board Index of Industrial Production compared 
with the U.S. Trade Barometer starting from a common level, 








1935+80.1. Both indexes are adjusted for seasonal variation.) 
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ing the past twelve months have been 
gradual and continuous—after due 
allowance for seasonal fluctuations. 
The majority of these indexes show a 
valley or peak about the middle of 1938, 
with gradual increases or decreases in 
holdings since that date. Slight de- 
clines occurred in stocks of building 
materials and in the majority of raw 


Unitep States TOTAL INVENTORY VALUES 
FROM THE BEGINNING OF 1936 TO THE MIDDLE OF 1939 


(Dollar Estimates, data from table 1) 





BILLIONS OF DOLLARS 
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materials, while indexes of manufac- 
tured goods stocks have no majority 
tendency. The net conclusion is that 
the flashlight scene as of July, 1939, can 
safely be compared with the picture six 
and twelve months earlier. 

This does not mean that trends in 
value of inventories held by members 
of a particular industry can properly 
be compared with the trend of unit 
holdings of any one commodity which 
they may make or use. For instance. 
there is not necessarily a logical relation 
between the monthly reports on the 
number of “pneumatic casings in stock” 
and the dollar value of inventories held 
by the industry labeled “Tires and 
Other Rubber Goods.” Total dollar 


values, not amounts of specific com- 


3 Published in Survey of Current Business, United States 
Department of Commerce; twenty commodities and sources 
of data: Hosiery, National Association of Hosiery Manu- 
facturers; Knitted Underwear, Underwear Institute; Wrap- 
ping Paper, American Paper and Pulp Association; Leather, 
United States Department of Commerce; Tires, Rubber 
Manufacturers’ Association; Gasoline at Refineries, United 
States Department of the Interior; Anthracite, Anthracite 
Institute; Lumber, National Lumber Manufacturers’ Asso- 
ciation; Cement, United States Department of the Interior, 
Bureau of Mines; Common Brick, United States Depart- 
ment of Commerce; Vitrified Paving Brick, United States 
Department of Commerce; Copper, Copper Institute; Tin, 
Commodity Exchange, Inc.; Lead, American Bureau of 
Metal Statistics; Fthyl Alcohol, United States Treasury 
Department; Crude Rubber, Rubber Manufacturers’ Asso- 
ciation; Silk, Commodity Exchange, Inc.; Iron Ore, Lake 
Superior Iron Ore Association; Bituminous Coal (indus- 
trial), National Bituminous Coal Commission; Crude 
Petroleum (East of California), United States Department 
of the Interior. 




















III. RETAILERS’ INVENTORY TRENDS 


FROM THE BEGINNING OF 1936 TO THE MIDDLE OF 1939 


EsTIMATED VALUES, JULY I, 1939* 
(Millions of Dollars) 
200 150 100 50 


i | ! 
T T 
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* Indicates in dollar value of inventories the 
relative importance of each trade. 











RETAIL TRADES 


FOOD 


Groceries (Independent) . ............+- 
Groceries and Meats (Independent)... ... 
Groceries and Meats (Chains)........... 


FARM SUPPLIES, GENERAL STORES 


Country General Stores................ 
Farmers’ Supply Stores =... < ...<c cece 
PAU ara ATAPI EICIS 6 50) osc. ssstasstes isd oo 


GENERAL MERCHANDISE GROUP 


Department Stores (Independent)........ 
Department Stores (Chains) ............ 
General Merchandise . . 
Variety Stores (Independent). .........- 
Wariety etores (CC HaINS) ns. 6 sect ase 50 


APPAREL GROUP 

ET GLC (TT apg a nee Ieee re nae 
Women’s Ready-to-Wear (Independent) . . 
Women’s Clothing (Chains)...........- 
AGL ROL GUINNNE oo ore 55-555 S 4se-0io 3 0 4.9:0:050 
Shoes (Independent) . . ............2+0-+ 
2 TERE, (C1 1S) Bo eee eee 


FURNITURE, HOUSE FURNISHINGS 


SUAS TINIGNA IS oes ons cea. s osteo nso tous ste 
Radio, Electric, and Gas Household Ap- 
SOP MEAIIE oo ica cainda cacao ia ery ares eee sie he x 


Furniture . . 


LUMBER, BUILDING MATERIALS, AND 
HARDWARE 

Lumber and Building Materials.......... 

RAMON a so 5 io, hse sod poe 66 elas sae ai 

Hardware and Farm Implements......... 


AUTOMOTIVE PRODUCTS 


Motor Vehicle Dealers 


Automobile Accessories and Parts (Inde- 
ON NIT ETA A ech Se rere er A 
Automobile Accessories and Parts (Chains) 


ALL OTHER 

Drug Stores (Independent)............. 
DrugiStores (Chains)... £06. 6 ssc. cece 
Goal and Other Fudd o6...64 5 6 sciscicccseews 
SONEN eos ec an gaa Soest ee a pewiem en 
PANINI Sooo Sera ea ntccauareaaeer wt 
Po a 


PAR TEWAIIANG 5 soi oon 362 Sceecies 


2 Not available. 


7—— I nbeEx oF CHANGES IN DoLLAR VALUE——\ 
(January 1, 1936 = 100) 


Jan. 1, 
1937 
103 
103 

96 


107 
120 
136 


108 
118 
109 
104 
110 


113 
114 
119 
112 
106 
108 


107 


121 
Ill 


109 
106 


112 


114 
119 


106 
108 
118 
106 
108 


107 


Jan. 1, 
1938 
104 
103 

94 


113 
127 
158 


104 
116 
116 
112 


109 


124 
125 
117 
127 
116 
120 


109 


126 
123 


120 


115 
125 


143 


128 
127 


113 
116 
126 
118 


115 


114 


July 1, 
1938 


105 
105 
84 


113 
118 
167 


94 
123 
118 
121 


114 
122 
123 
125 
119 
111 
104 


120 
117 


118 
116 


131 
118 


139 


114 
121 


114 
115 


110 


Jan. 1, 
1939 


107 
102 
89 


110 
124 
157 


96 
111 


113 
112 


III 
124 
115 
118 
116 


99 


105 


113 
116 


118 


113 
124 


118 


132 
124 


115 
109 


117 
116 


117 


108 


July 1, 
1939 


110 
104 
88 


Ii! 


154 


100 
125 
115 
128 
113 


118 
129 
123 
121 
121 
110 


109 


120 
119 


123 
116 
125 


137 


142 
154 


116 
103 
113 
115 
117 


113 


EstimMateo 
VALuEs, 
JULY 1, 1939 


Millions 
of Dollars 


149 
187 
119 


255 
66 


52 


343 
206 


197 
14 
114 


166 
88 
45 
97 
74 
70 


74 


89 
195 


288 
221 


535 


40 
46 


242 
57 
165 
22 
644 


4,985 
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modities, have been reported by the 
corporations. A number of those best 
known to the public as tire manufac- 
turers also make such a diversified line 
of other rubber and related goods that 
tires may constitute less than half the 
value of their inventory holdings. 

The second important caution is that 
the six-month trend figures may show 
seasonal movements as well as business 
trends, a confusion which does not 
occur in the comparison between July 
1, 1939, and July 1, 1938. If such sur- 
veys as the present one are continued 
over a period of years it will be possible 
to say which industries normally have 
higher or lower stocks in July than in 
January. At present it is possible only 
to cite a few likely instances on the 
basis that inventory changes during the 
first half of 1939 were similar to those 
which occurred in the first half of 1938; 
and that these changes were in accord 
with known seasonal characteristics, 
such as: 


AssUMED NoRMAL TRENDS OF INVENTORY DURING 
First Harr YEAR 
RETAILING 
Seasonal supplies of feed and 
fertilizer are built up in Winter 
and sold off during Spring plant- 
ing. 


Farmers’ Supply Stores 
Downward 


Summer holiday trade requires 
more stock on hand than the 
post-Christmas slump. 


Variety Stores 
Upward 


Summer is more popular than 
Winter, both for motoring and 
for tinkering. 


Automobile Accessories 
Upward 


Even where ice is handled to 
balance Winter business, inven- 
tory is smaller. 


Coal and Other Fuel 
Downward 


MANUFACTURING 
Flour stocks are purposely kept 
low in Summer to avoid spoil- 
age. 


Baking 
Downward 


A large part of the season's pro- 
duction is already in the hands 
of dealers or farmers. 


Agricultural Machinery 
Downward 


Automobiles The runs of old models are near- 


Downward ly finished; materials for new 
models are not stocked until 
later. 


Similar to automobiles except 
that the inventory valley is 
reached sooner. 


Automobile Parts and 
Accessories 
Downward 


Doubtless other lines are just as sea- 
sonal as the ones listed above, but 
the normal seasonal trend has been 
obscured in one or both of the last two 
years by long-term trends. No con- 
vincing evidence of seasonal trends in 
wholesalers’ inventories appears from 
the survey figures, but such cycles 
doubtless exist. Further, there is a 
sizable group of clothing and textile 
trades having two seasons annually. 
Inventories on January 1 and July 1 
may be about the same, showing noth- 
ing of the magnitude of the seasonal 
hump or valley in between. 

The reader of this report should be 





amply protected by the foregoing cau- 
tions and by the automatic safety de- 
vice bearing on the use of all business 
statistics. The business man is not 
likely to misinterpret statistics for the 
industry he works with and knows best. 
Conversely, he is not likely to suffer 
any material damage from the mis- 
leading aspects of figures on industries 
where he has no stake and knows little. 


Retailing 


As Is true at every stage along our 
economic line of march not all trades 
and industries behave alike. Some are 
conspicuous by leading the parade; 
others equally conspicuous by march- 
ing off in the opposite direction; while 
those that march at the average pace 
enjoy a comfortable anonymity. The 
most usual story, told by groups of in- 
dependent retailers in 12 out of 24 
trades analyzed, was of inventory re- 
duction during the latter half of 1938, 
followed by expansion in the first half 
of 1939 (table III). The same was true 
in 3 of the 5 trades for which continuous 
chain store data are available. In the 
majority of these instances, the two 
movements approximately balanced 


A country general store, like time, brings all things. It is not surprising, in the charted inventory 
story of immediate consumption goods, to see its line behaving like an average of all the others. 











































































seat . : ee eee —— 
II]. INVENTORY TRENDS IN SELECTED RETAIL TRADES 
FROM THE BEGINNING OF 1936 TO THE MIDDLE OF 1939 
(Index numbers, Jan. 1, 1936100) 
IMMEDIATE CONSUMPTION GOODS DURABLE AND SEMI-DURABLE COODS 
150 T ] 150 T 
— <<< COUNTRY GENERAL STORES | —-=——= LUMBER, BUILDING MATERIALS | 
149 | —*—— COAL AND OTHER FUEL <t ee wee 149 | ——— DEPARTMENT STORES (IND.) __A 
———= GROCERIES, MEATS (IND.) | | seseeceses WOMEN’S READY-TO-WEAR 7 \ y 
aweucsene VARIETY STORES (IND.) | ———. AUTO ACCESSORIES (IND.) 4 y 
130 } eseeseees iG 130 | emee MOTOR VEHICLE DEALERS 9 —— /~— — 4 
pparneen MEN'S CLOTHING Ps 
x ——_ HARDWARE r / — 
se aici 
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* Indicates in dollar value of inventories the 
relative importance of each trade. 

















out. Definite trends were reported in 
only a minority of the trades. Two re- 
tail trades, coal and farm implements, 
report smaller inventories on July 1, 
1939, than six months or a year earlier. 
Conversely, seven trades: independent 
groceries, variety and department 
stores, house furnishings, women’s 
ready-to-wear, lumber, and motor ve- 
hicle dealers held even or increased 
stocks throughout the twelve-month 
period. Large retailers less frequently 
built up stocks during this period than 
small concerns, but in the six months’ 
comparison there is no noticeable dif- 


BaaN * S 


REV IE WwW F 


IV. WHOLESALERS’ INVENTORY TRENDS 
FROM THE BEGINNING OF 1936 TO THE MIDDLE OF 1939 


EstiMATEeD 
ae ca svex oF CHANGES IN DoLtarR Vatue——\ VALUES, 
WHOLESALE TRADES (January 1, 1936 = 100) JuLy 1, 1939 
7 may, Jan.1,  Jan.a, July1, Jan.1, July, Millions 
FOODS AND BEVERAGES — a ns “sha ae 
IGGONTOOUORERY cd coduesne is ccnarue's 116 134 144 132 131 10 
OO ea ge EEE ae eR ee ae 112 116 107 109 108 285 
PANACMAVAIORISSTN i. co.0's 55g si isis isie ip Gers wre wie 118 111 95 122 124 21 
PrsGiice ARE PANE 6 os cn sis cok aaewew see 107 103 102 114 97 38 
Alcoholic Beverares oc. 65.5 os co ss enecs 126 145 140 149 156 123 
Other Food and Grocery Specialties....... 115 152 161 147 142 78 
DRY GOODS AND APPAREL 
Clothing, Furnishings, and Shoes......... 111 125 121 113 122 117 
Dry Goods (General Line).............. 117 133 120 106 112 205 
LUMBER, BUILDING MATERIALS, AND 
HARDWARE 

Lumber, Millwork, Other Building Materials 115 141 136 136 138 III 
RRA GIARIRE os p:ahs. xe Sars sheng ses ws Sis eo Sate 116 117 115 107 115 139 
Lo Ce Re er eer 105 116 114 112 105 72 
PETROLEUM, PETROLEUM PRODUCTS 103 116 100 108 95 30 
AUTOMOTIVE EQUIPMENT. ......... 115 126 124 123 128 127 
SUPPLY HOUSES 
Plumbing and Heating Supplies.......... 109 119 118 II 118 67 
Machinery and Equipment.............- 116 138 136 132 134 92 
Other Miscellaneous Supplies..........-. 109 120 119 116 120 113 
ALL OTHER 
Electrical Goods and Appliances..........- 135 168 149 131 145 86 
Paper and Paper Products............... 107 Li7 111 107 Tr 80 
Tobacco Products (except leaf).........- 109 114 112 108 tiz 44 
Deer Wholesatiy... <oc6s i sicc os aeiecin ss 588 
ALA; WHOLESAUING........2...-5- ser 115 124 118 115 118 =. 2,426 








ference in the experience of large and 
small organizations (table II). 

In 7 trades separate data for chain 
stores have been compiled. In every 
instance inventory adjustments of 
chains were far more violent than those 
of their independent brothers and in 
many cases were in opposite directions. 
Except for drug stores and combination 
grocery and meat stores, stocks of 
chains followed the popular increase 
from January to July. From these data 
alone, it is impossible to judge whether 
the cause of the difference in inventory 
policies of chains and independents is 
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ditferent sales experiences or different 
methods of stock control. 

The trend of department store in- 
ventories may be no clue at all to the 
behavior of stocks held by other trades 
(chart III). They followed the pre- 
vailing uptrend during 1936, but 
pursued an independent, and largely 
contrary, course as compared with 
other retail stocks during the inter- 
vening period. This is particularly 
significant since the monthly index of 
department store inventories published 
by the Federal Reserve Board is the 
only one available in the retail field, and 
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INVENTORY TRENDS IN SELECTED WHOLESALE TRADES 


FROM THE BEGINNING OF 1936 TO THE MIDDLE OF 1939 
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(Index numbers, Jan. 1, 1936=100) 
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Inventories of consumption goods commonly turn rapidly and their sales are less affected by business 
cycles than those of durable goods; their inventories reflect cycles less and spectalized influences more. 


the temptation is strong upon business 
men and statisticians to rely heavily 
upon it for all retail trade. The other 
striking feature is the wide gyration 
of motor vehicle dealers’ stocks, from 
a high peak in January 1938 to a rela- 
tively low position after last year’s used- 
car campaign, with a swing back almost 
to the peak position by July 1939. With 
these two exceptions trades handling 
durable and semi-durable consumer 
goods have ‘had surprisingly similar 
inventory experiences during the past 
three and a half years—rapid increases 
during 1936 and 1937, followed by a 
falling off in the following 18 months, 
but returning about to earlier highs. 


Wholesaling 


Whereas the estimated total dollar 
value of all wholesalers’ inventories 
was about the same on July 1, 1939, 
as it was a year earlier, the stocks of 
some trades showed their individuality 
(table IV). Only two trades increased 
their value of inventories in a signifi- 
cant degree between July 1, 1938, and 
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July 1, 1939: Alcoholic Beverages by 
II per cent and Automotive Accessories 
by 3 per cent. The inventory changes 
for meat and fish, and produce and 
fruit dealers were less significant be- 
cause of their well-known rapid turn- 
overs and their small dollar values. Six 
wholesale groups reduced dollar value 
of stocks by a noticeable percentage: 
Miscellaneous Food and Grocery Spe- 
cialties, 12; Confectionery, 9; Drugs, 8; 
Dry Goods, 7; Petroleum and Products, 
5; Electrical Goods, 3. The other nine 
wholesale trades started July 1939 with 
inventories about on a level with July 
1938, differences 1 per cent or less. 
Three of the six instances of decrease, 
confectionery, miscellaneous foods, and 
drugs, were continuations of inventory 
curtailment which had also been in 
progress during the latter half of 1938. 
Only the wholesale liquor trade re- 
ported a significant, consistent inven- 
tory uptrend during both of the six 
month periods. During the latter half 
of 1938 the prevailing trend was down- 
ward, with 13 of the 19 trades curtailing 
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stocks. The opposite was true of the 
first half of 1939, when 13 of the 19 
trades analyzed added to the value of 
stocks on hand, 8 of them at a rate of 
more than 4 per cent. In general, large 
wholesalers seem to have been slightly 
less enthusiastic than the small houses, 
in the matter of building up inventories 
(table 11). With the exception of the 
wholesale produce, grocery, drugs, and 
petroleum lines, every other wholesale 
trade finished the first half of 1930 
with at least 12 per cent larger stocks 
than were held at the beginning of 
1936. 

Chart IV, showing the history of in- 
ventories of several important whole- 
sale trades since January 1, 1936, serves 
to emphasize the necessary relation 
between inventory management, the 
product, and the market. Wholesalers 
of relatively non-perishable goods such 
as automotive parts, dry goods, tobacco, 
hardware, paper and drugs are all 
much alike as to the inventory trends 
reported during this three and one-half 
year period, while wholesale stocks of 
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V. MANUFACTURERS’ INVENTORY TRENDS 
FROM THE BEGINNING OF 1936 TO THE MIDDLE OF 1939 
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EstiMaTED 
7—I not x oF CHANGES IN DoLLaR VaLtuE—— VALUES, 
EstiMaTED VALUES, JULY I, 1939* MANUFACTURING INDUSTRIES (January 1, 1936 = 100) Juy 1, 1939 
(Millions of Dollars) Jul j jul ae 
5 9 ( ™ Jan. 1, Jan. 1, uly 1, an. I, uly 1, illions 
= oar * ek 2 7 os - FOOD 1937 1938 1938 1939 1939 of Dollars 
— Baking seeteees Pett t ee eeeee seen eae 97 98 83 88 75 65 
Distilleries and Wineries................ 120 134 Ae 133 120 123 
pee Beverages, Non-Alcoholic............... 147 171 177 179 160 19 
= oaeid Se ee ene a ee 1 e 116 mS I . = 78 
ee ee ee ee eat Packing settee cetera eee eeeeens 12 117 ee 9 7 239 
Ly Other Food Manufacturing.............. 128 145 139 143 141 633 
wre 
Woole V : ee ea eran 
es Se : “Me orsted Goods 109 110 gI 95 104 303 
eunerenene otton Textiles. . terececesercsvecseee , EER 121 109 III 119 290 
Men's and Boys’ Clothing and Furnishings. 114 126 115 87 100 139 
Women’s and Children’s Clothing and 
amen Furnishings aS core twinravaitin ieee seater Seaman vanes 106 105 103 99 99 69 
EAORICIN. foc intee eis oct ino ois a ee peso we 104 113 116 105 124 60 
im FOREST PRODUCTS 
=e wi and Planing Mill Products....... 127 121 126 re - 
| a urniture er ery eee ee 10 117 114 fiz II 14 
| Other Forest Produets:s <..oca cease cess 112 137 120 135 135 113 
im PAPER AND PAPER PRODUCTS 
Paper and Paper Products (except boxes) . . 110 136 130 124 121 278 
URES WADE os Sosa ca ens enews eis 103 113 107 103 98 47 
CHEMICALS, DRUGS, PETROLEUM 
& Industrial Chemicals and Chemical Products 110 141 136 121 117 380 
or a Drugs, Perfumes, and Cosmetics......... 122 142 135 124 118 84 
Das . J. . > ac " 
a ee Paints, V arnishes, and JCacguers:. «5.2446 110 128 119 113 117 115 
8 — Petroleum Reining: 55. bs os ede oe es 100 118 119 114 114 501 
| -“C | C) Dhl OR fone an eer ae OEE III 124 III 98 III 96 
| | STONE, CLAY, AND GLASS PRODUCTS 
oan Stone and Stone Products....... ....... 105 121 110 109 104 74 
Clay and Glass Products . ............. 114 132 118 113 112 157 
| 
ae IRON AND STEEL 
& Iron and Steel Manufacturing 114 149 129 137 125 1,003 
| | dronsand'Steel Products........0.0.. 6 0... 125 167 150 138 147 116 
| : 1 Tee TO (gia need Rey se gra Rr ene A 117 140 131 126 128 266 
| 
| | MACHINERY, ENGINES, AND TRANS- 
| | | 
PORTATION EQUIPMENT 
& Electrical Apparatus and Appliances 120 160 155 121 120 418 
: Agricultural) Machinery :......... 60620-60666 120 158 135 129 120 172 
eit a et ER : 
| ED Automobiles pt tees eb eee rere 118 145 go 108 80 240 
= Automobile Accessories and Parts ........ 130 145 105 108 97 22 
| a Office and Business Machinery........... 135 165 144 151 153 88 
La Heavy Machinery (Engines, Turbines, 
PERMITE OR D8 gout a cd eee hare eee ie 128 156 130 122 121 427 
MISCELLANEOUS 
€ Non-Ferrous Metal Products. ........... VI 145 129 133 138 559 
oe BRAM, eee by cre tecens tyne, vic cien acelin ohh ane eibcs 95 108 102 94 110 85 
| eae 
Tires and Other Rubber Goods... ........ 126 142 137 114 118 241 
| Other Manufacturing. ............0.00% 2,259 
| All) MANUFAGTORING . ...6 65 c60c~.00s 115 137 127 122 120 10,406 
* Indicates in dollar value of inventories the 
relative importance of each industry. 1 Not available. ? Index for November 1, rather than January 1, because that is usual fiscal closing date. 
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V. INVENTORY TRENDS IN SELECTED MANUFACTURING INDUSTRIES 


FROM THE BEGINNING OF 1936 TO THE MIDDLE OF 1939 
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(Index numbers, Jan. 1, 1936=100) 
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In manufacturing even more than in wholesaling inventory fluctuations of durable goods held to a 
consistent pattern while those of consumption goods exhibited more marked independent tendencies. 


immediate consumption goods moved 
in widely variant ways. 


Manufacturing 


Manuracrvrinc industry as a whole 
reported a smaller total value of in- 
ventories on July 1, 1939, than six or 
twelve months earlier. In terms of 
specific industries, however, only half 
of the 35 lines report inventory de- 
creases during the first half of 1939, 
while the others were increasing stocks. 
During the latter half of 1938, 21 of 
these 35 industries had reduced their 
stocks on hand (table V). 

The net result of these shifting trends 
was that 21 industries reported smaller 
inventory valuations on July 1, 1939, 
than they held twelve months earlier. 
Four industries stand out as exceptions 
to this general trend, the survey sample 
reporting substantial increases of in- 
ventory valuations during the latter 
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half of 1938 and again during the first 
half of 1939. These are woolen and 
worsted goods, cotton textiles, office 
machinery, and non-ferrous metals. 
The only other substantial net increases 


pSeeentanttes 
THE SURVEY 
This most recent survey, carrying esti- 
mates of inventory trends forward to 
July 1, 1939, represents an analysis of 
8,000 returns from mailed questionnaires, 
supplemented by about 1,000 personal in- 
terviews between executives of large con- 
cerns and Dun & BrapstREET, INc., report- 
ers in all principal cities of the United 
States. 


SAMPLE 


SUMMARY ANALYSIS OF THE SAMPLE 








Estimated Share of 
Concerns Sales, 1938 U. S. Total 
Thousands 
Number of Dollars Per Cent 
Retailing ...... 4,853 3,482 9.8 
Wholesaling ... 1,387 805 4.0 
Manufacturing .. 2,750 7,237 14.9 
FORAGE oy. cavicaee 8,990 11,524 11.1 


A detailed analysis of this sample of 
concerns by trades will be supplied gladly 
upon request. 


FOR 
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of inventory value in the twelve months 
ending July 1, 1939, occurred in the 
following manufacturing lines: 
hosiery, miscellaneous forest products, 
and jewelry. 

At the other extreme are 7 industries 
whose mid-1939 dollar inventories are 
smaller than they were at the beginning 
of 1936, despite the fact that the total 
of all manufacturers’ stocks has landed 
on a perch 20 per cent higher. Bakers’ 
inventories never followed the general 
uptrend in 1936 and 1937, shrank 
sharply in the first half of 1939. No 
adequate figures on meat packers’ 
stocks are available for July 1938, but 
holdings last fall were below January 
1936 and have shrunk since. Inventory 
values in the men’s clothing, women’s 
ready-to-wear, automotive accessories, 
and paper box industries have retreated 
to just about 1936 opening levels, while 


(Continued on page 44) 
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Southern accent on transportation—an_ At- 
lanta, Ga., signpost points the highways, help- 


FACTORS GOVERNING 
CHANGES zz DOMESTIC AUTOMOBILE DEMAND 


ing to meet a basic demand. 


CuHares F. Roos and Victor von SZELISKI 


N ONE YEAR automobile dealers 

may sell four million passenger cars 
to United States consumers; in another, 
one and one-half million. What are 
the “causes” of these sales variations, 
and what is the relative importance 
of each “cause”? An analogous ques- 
tion in the domain of physics or chemis- 
try would be answered without much 
difficulty; experiments would be set 
up in which various factors would be 
varied one at a time, definite and exact 
techniques would be followed, and the 
answers would emerge with clarity and 
precision. 

But this controlled experimentation 
method is not available in economics, 
and hence the difficulty of getting clean- 
cut answers. What can be done is this: 
(1) select the factors which are probably 
of major importance for passenger car 
demand (a task only for those actively 
associated with the industry), (2) form 


a picture of how these factors interact 
with each other to produce automobile 
purchases, and translate this into a 
general mathematical equation (an un- 
avoidable complication, but how else 
deal with a numerical problem?), (3) 
fit this equation to the available statis- 
tical material. If the equation, when 
concrete values of the presumed causal 
factors are introduced into it, closely 
parallels the sales which have actually 
occurred, the separate parts of the equa- 
tion should give tolerably accurate pic- 
tures of how each “cause” affects sales. 


Controlling ‘Factors 


Factors governing long-term and 
year-to-year changes in sales include: 
consumer income, cost of living, the 
number (and quality) of cars now in 
use, the pressure for replacement 
(scrapping), dealers’ used car stocks, 
consumers’ current installment con- 
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tracts for their automobile purchases, 
dealers’ working capital and short-term 
debt position, financing terms—down 
payment and number of installments. 
To be superimposed on the combined 
effects of those variables are the short- 
term factors of seasonal variation and 
the date of new model introduction, to 
cite only the most important ones which 
have a bearing on the monthly distri- 
bution of sales. 

The results of this study of automo- 
bile demand seem to call for a revision 
of the idea of the importance of price 
in influencing the demand for con- 
sumers’ goods, at least in so far as they 
are durable goods—as today many of 
them are. Price, though of some im- 
portance in explaining automobile 
sales, is clearly not a dominant factor. 
It appears, therefore, that the classical 
theory that business stability can be ac- 
complished by rapid price adjustment, 
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Purchases of new cars therefore, one must start with con- 





Extropolated can be varied within  sumers’ car stocks or car population. 
wide limits without ma- New car sales are a secondary effect 








Se ates terially affecting the following from this. 
U.S. Registrations y 5 s 











transportation service , 
by Model Year Pic: —pbitganc ee: Car Population 
1933 -'37 which consumers obtain 
4+ o e ~ - 
\ from their car stocks. Consumers are thought of as con- 
? That is, the purchase of tinuously adjusting the number of cars 


durable goods is dissoci- in operation toward some particular 
ated from, or at least car population called “the maximum 
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their consumption. The _ national income, durability of cars, cost 
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Dissociation is possible sumers and such other factors as car 
because of consumers’ durability and price. Consumers are 
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negligible tor perishable the automobile furnishes transportation to 
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933-1937 indicate. Griffin’s 1926 study gave a sur- 
wal period of between six and seven years, but later 
wudies show this has extended to nearly nine years, 
most a 50 per cent increase in the period of auto- 
mobile life due to car and highway improvements. 


applicable though it may be to a perish- 
able and semi-durable goods economy, 
cannot validly be applied to the mod- 
ern durable goods economy. For such 
theory disregards the most character- 
istic mark of durable goods—their dur- 
ability. 

The central point developed in the 
study is that the demand for new auto- 
mobiles is a derived demand, since the 
primary demand is for transportation 
service. This is furnished by the total 
car population stock in consumers’ 
hands, only a part of which consists of 
cars sold during any given year. New 
car demand may thus be considered as 





the car population toward the 
maximum ownership level and 
the optimum quality level de- 
pends upon both general and 
specific economic conditions. 
This concept of a variable own- 
ership level appears to be of 
major importance in durable 
goods studies. 

In order to measure satisfac- 

torily the effect of the various 
factors governing changes in 
automobile demand, it is first 
necessary to formulate a work- 
ing model of sales demand 
based on these four concepts. 
This requires the use of con- 
siderable mathematics, although 
after a theory has been so formu- 
lated and tested, the theory and 
the results can be described in 
non-mathematical terms. 

A car population of twenty 
million almost new cars would 
represent a very large inventory 
of unused mileage and would 
give rise to but few replacement 
sales. On the other hand twenty 
million cars ten years old would 
be constantly requiring replace- 
ments. A measure of this pres- 
sure for replacements is fur- 
nished by the age distribution of cars, 
combined with experience tables for 
scrapping. 

The chart on page 15 shows passenger 
car survival curves. They indicate the 
percentage of an original group of cars 
still in operation (still registered) after 
one, two, three, . . . years of service. 
One conclusion is obvious: cars now 
last much longer than formerly. Thus 
Griffin’s study (1926) shows 50 per cent 
of the cars surviving between six and 
seven years, while the most recent 
study, based on 1933-1937 registrations, 
shows 50 per cent surviving about nine 
years. This is almost a 50 per cent 
increase in the period of survival, due 
chiefly to more durable construction— 
all-steel bodies, for instance—and also 
to improved highway and service fa- 
cilities. 

After passenger cars have passed their 
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A drive to the golf course, a trip to the store, vacations 
spent gypsying in some far State, or Sunday visits to 
friends; all these are the background and foundation of 


consumer demand for transportation. 


useful life, obviously they are ready 


to be scrapped. Figures are avail- 
able to show the percentages of an 
original group of cars scrapped during 
the first, second, third, . . . years after 
introduction. A 1926 study (Griffin) 
shows a scrapping peak at seven years, 
and the latest registration experience 
curve at nine to ten years. However, 
registration data on cars more than 
eight years old are not reliable. 

While the actual scrapping peak is 
only roughly known, it does appear that 
average car life has increased from six 
and one-half years in the 1920’s to nine 
years at present. This is very important, 
since such increase represents a 25 per 
cent decrease in replacement require- 
ments for a given car inventory, and a 
25 per cent cut in the replacement cost 
of maintaining it. This has undoubt- 
edly been a factor in enabling con- 
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sumers to build their car stocks 
to a position well above the 1929 
level, despite a much lower na- 
tional income. 

The age distribution of cars 
both as constructed and ob- 
served from 1919 to 1938 has 
been calculated. By adding to 
these figures the expected re- 
placements from each age 
group, it is possible to estimate 
replacement pressure. The 
number of cars in each age 
group is multiplied by the 
“death rate” for that age, and 
the products so obtained are 
added. 

Since people tend to scrap 
more cars than indicated by 
theoretical scrapping in times 
of prosperity, and to scrap fewer 
cars than indicated in depres- 
sions,’ it is necessary to include 
an income factor to explain re- 
placement sales. In this study 
the Institute of Applied Eco- 
nometrics uses “disposable in- 
come,” composed of the follow- 
ing: Entrepreneurial savings, 
direct relief, soldiers’ bonus, 
wages, salaries, dividends, in- 
terest, entrepreneurial with- 
drawals, rents, and royalties. The In- 
stitute subtracts from this total, social 
security and other direct taxes, that is: 
income and inheritance taxes, gift, divi- 
dend, and personal property taxes. 

Exclusion of direct personal taxes 
from income is essential for studying 
the demand for goods. Failure to do 
so necessarily constitutes duplication. 
For example, Robinson has an income 
of $10,000, he pays a tax of $1,000 which 
the Government transfers to Jones as 
salary. The combined spendable in- 
come of the two is Robinson’s $9,000 
net after taxes plus Jones’ $1,000, or 
only $10,000, not $11,000. Hence direct 
taxes are merely transfers of income; 
in no way are they additional buying 
power, and they should be eliminated 
in demand studies. 

Since the cost of living is a price that 


1 Discussed by P. de Wolff in Econometrica, April, 1938. 

















In a flutter of maps the American, migratory 


descendant of immigrants, seeks new horizons 
—one thumb cocked warily over the horn. 


consumers consider in allocating their 
disposable income, it should have an 
influence on the sales of automobiles. 
But it is unrealistic to speak of con- 
sumers choosing between meeting ne- 
cessitous or subsistence living cost and 
buying an automobile. Such living 
cost is actually on a par with taxes as 
a deduction from income. Only the 
balance after deduction of living cost 
and taxes is at the genuine choice of 
the consumer. 

Disposable income less such deduc- 
tions is defined in this study as “super- 
numerary income.” Subsistence or 
necessitous living cost was determined 
as $200 per capita for 1923 and for other 
years the figure varies with the Na- 
tional Industrial Conference Board in- 
dex of the cost of living. Using this 
factor of supernumerary income to- 
gether with price and theoretical scrap- 
ping, a formula for replacement sales 
is obtained. 


Supernumerary 


Supernumerary income is a much 
more interesting factor than one would 
suppose from its name. Webster de- 
fines supernumerary as “. . . exceeding 
a necessary, usual, or required number 
or quantity...” Such income is a 
much more sensitive indicator of the 
business cycle than is unadjusted na- 
tional income. This is because the ele- 
ments subtracted from national income 
—taxes (which are dependent upon 
past income) and the cost of living— 
usually rise more rapidly than income 
toward the end of a recovery period. 
Hence, supernumerary income, which 
is what remains after these deductions, 
slows up its advance or declines before 
national income. It is also more sensi- 
tive at bottoms in the business cycle. 
These facts are more apparent on a 
monthly chart than on a yearly one. 
Once national income turns down, 
supernumerary income may be pinched 
abruptly between decreasing national 
income and rising taxes and living 
costs. This is one reason why demand 
for durable goods drops so sharply at 
the onset of depressions. 
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Contrary to some past 
opinion, sales of cars to 
new owners cannot be 
satisfactorily analyzed 
apart from replacement 
sales. The amount of 
money that can be spent 
for additional cars de- 
pends somewhat on how 
much has to be spent for 
replacements. 

In this study the idea 
of a variable ceiling or 
saturation point in new 
car sales depending on 
specific factors has been 
formulated and used 
for the first time. The 
changing maximum 
ownership level has been 
related to the number 
of families, and super- 
numerary income per 
capita, price, and dur- 
ability or car life. 

The chart at right 
shows schematically 
how consumers adapt 
their car stocks relative 
to this changing level. 
The car population in 
the first ten time-units is 
shown growing along 
the curve U, U, toward 
a maximum ownership 
level of 40,000,000 units. 
Then an increase in in- 
come or other factors 
raises the potential to 
59,000,000 (second maxi- 
mum ownership level) 
and a new period of 
growth takes place, be- 
tween the time-units ten 
and twenty. It will be 


The idea of a variable ceiling 
or saturation point in new car 
sales is used in this article. The 
changing maximum ownership 
level has been related to the 
number of families, real super- 
numerary income per capita, 
price, and car life. The differ- 
ence between this level and the 
curve for cars in operation 
represents the number of po- 
tential new owners. 
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CONSUMERS’ CAR STOCKS 


Hypothetical Diagram Showing How Car Stocks Are 
Built Toward A Changing Maximum Ownership Level. 
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noted in the diagram that the differ- 
ence between the actual car popula- 
tion and the first and second maxi- 
mum ownership levels, represents the 
potential new owners. The car popu- 
lation shifts to a new curve U, Us, 
rising during ten time-units toward the 
new ownership level. At the twentieth 
time-unit the maximum ownership 
level drops sharply to 28,000,000 (third 
maximum ownership level), and the 
car population begins to drop along the 
new curve U. U;. Note that in this 
period there is an actual excess of con- 
sumer car stocks above the sustainable 
maximum ownership level, which ex- 





cess must be liquidated, and the process 
is painful. 

Now for an illustration. The chart 
at left shows a maximum ownership 
level derived from the data using the 
factors already referred to, and cars 
in operation. Cars in operation in 
1919-1921 were well below the maxi- 
mum ownership level, but growing 
rapidly toward it. In 1922 the sustain- 
able ownership level rose sharply, and 
the car population entered a new cycle 
of growth. Its rate of increase accel- 
erated, and it was built up rapidly 
toward the maximum ownership level, 
which it almost reached in 1929. At 
this point supernumer- 
ary income fell and the 





maximum ownership 
level dropped sharply 
below the actual cars in 
operation; and consum- 
ers failed to maintain 
their car stocks for three 


years. When the third 























level was reached, as in 
1930, this quantity be- 
came negative; that is, 
the new owners’ market 
became non-existent for 
all practical purposes, 
and remained so for 
some years thereafter. 
With rising supernu- 
merary income and 
lower replacement and 
| | operating costs, the 
| | maximum ownership 
level rose to new high 
levels in 1935-1937. Once 
more actual ownership 
| grew up toward the 
maximum, which it al- 
| | most reached in 1937. 
| Under this situation the 
| industry was very vul- 
| | nerable to even the mod- 
erate decrease in income 








et MAXIMUM OWNERSHIP 
COMPARED WITH 
CARS IN OPERATION 
——€ ————— 1 jalan 
| : a | 
| | | 
25,000,000 Ha +14 
Y ' ' | | | | | 
Maximum Ownership Level-M 2h 
ae @ | aw 
oer EE ES LE es De ae De a a Ee DD 
20,000,000 
17,500,000 
15,000,000 
| ; 
12,500,000}-——+ aos a ini 
/ Po dea ale 4 
| rs ey 4 
‘ | | | | 
10,000,000} 414-4 oo | 
| le’ | | | | | 
| ft | | | | 
a a | 
7,300,000 }K—- j4—+—1- +. ss oe | 
oo |e eas a 
A | | | | | 
é | : A 4 | <4 
5,000,000 F tone coe i eae [Ee | | 
vie a | | | 
rt dd ae | | 
| 
2,500,000 }—— ++} +4 44 os ES Oe oe 2 oe ee Ee 
| } | | | | | 
| ; | ri ee Poa ag 
o OOM ECAR RSS RRRRR 
1919 ‘20 ‘21 ‘22 23 '24 25 '26 ‘27 28 ‘29 30 31 ‘32°33 34 35 36 37 38 
YEARS 





which occurred in 1928. 





vanished. 


In 1929 supernumerary income began to drop, causing the maximum owner- 
ship level to fall below the dotted line which represents cars in operation. 
There were too many cars in use, and the new owners’ market practically 
Later, at a point between 1937 and 1938, when the ownership 
level was again higher than the car stocks curve, but relatively close to it, a 
drop in supernumerary income depressed the level, changing a favorable 
market for automobile sales into a saturated one. 





The market was in ef- 
fect suddenly saturated. 
Note what happened to 
passenger car sales in 
1938 on the next chart 
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(page 19)—corresponding to the drop 
In supernumerary income. 

The situation was aggravated by the 
large size and good quality of dealers’ 
stocks of used cars, which had to be 
liquidated on a buyers’ market. In 
such circumstances it is probable that 
price-cutting of new cars avails little, 
for prices of used cars are successively 
cut faster than the new. Price-cutting 
of new cars under such conditions cer- 
tainly accentuates dealer distress. 

As Scoville points out, what automo- 
bile owners consume is not new cars 
but transportation service.” This ser- 
vice at present comes from the 23,000,- 
000 cars in operation. It can be main- 
tained without buying new cars if the 
consumers will purchase cars from 
dealers’ stocks or repair and run the old 
cars longer. If by magic all the 23,000,- 
000 passenger cars now in use should 
become indestructible, automobile 
owners could enjoy about 500,000,000,- 
000 passenger miles of transportation 
each year forever without buying a 
single new automobile. The demand 
for new cars is thus secondary to and 
wholly dependent upon the demand 
for personal transportation. 

So much for the broad cyclical swings 
of automobile demand. How the an- 
nual totals of automobile sales are dis- 
tributed from month to month depends 
principally on: seasonal variation and 
new model stimulus, price change 
anticipation, and the supply of new 
cars—field stocks and production. The 
first two are clearly the most important 
factors. 

The “pure” seasonal—the regular, 
annually repeating variation due main- 
ly to the changing seasons—is shown at 
the top of page 20. Taking the average 
month as 100, sales are low in January 
at 60 and high in April at 137. 

The variation due to new model in- 
troduction, or the new model stimulus, 
is shown at the bottom of the chart. 
About four months before a model 
change, sales begin to drop off, showing 
a loss of about 6 per cent in average 


2 Scoville, John W., Behavior of the Automobile Indus- 
try in Depression. 



























































monthly sales. As the model change 
date approaches, sales drop off still 
farther, until in the month just before 
the model change takes place the sales 
loss amounts to about 38 per cent of the 
average monthly sales. Sales in the two 
months immediately after the change 
rise to approximately 28 per cent and 
26 per cent above the monthly average. 
The effect seems to be zero in the fifth 
and sixth months. 

The chart on page 20 isolates this. 
It also shows the “pure” seasonal on a 
calendar month basis. This does not 
mean that all makes of cars will neces- 
sarily enjoy the same degree of new 
model stimulus, nor that the degree of 
stimulus will be the same for each year. 
However, in any particular case, the 
course of the stimulus should agree ap- 
proximately with the curve shown. 

From seasonal and new model stim- 
ulus curves it is possible to calculate 
how sales will probably be distributed 
for any given introduction date. This 
enables one to gauge far better the real 
position of the industry’s sales when 
introduction dates are changed, as they 


The result of calculating automobile de- 
mand by one of several formulas is com- 
pared with actual sales. The formula is 
Sa 77 yp © oz54 C (M — C) + 
65 X. S is sales; 7 is supernumerary in- 
come; p is price; C, cars in operation; M, 
maximum ownership level; and X, re- 
placement pressure. 


are expected to be this year on account 
of the World’s Fair. 

Price change anticipation on the part 
of the customer increases sales before 
an expected price rise, followed by a 
decrease when the change takes effect. 
The-opposite is true before an expected 
price decrease. This short-term effect 
merely shifts sales from one month to 
another without changing the total 
sales over a period. The long-term in- 
fluence of price on automobile sales is 


EWING GALLOWAY 


Among life’s high spots, few surpass the 
pride in recalling that first automobile, 
capricious, expensive, modern! 


outweighed by the powerful effect of 
the income factor, and also by changes 
in the policies of dealers on used car 
allowances and on used car_ stocks. 
Dealers tend to stimulate new car sales 
during periods of prosperity by “dis- 
counting” used cars, that is, by ex- 
changing cash or credit for them, and 
to depress new car sales by selling off 
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PASSENGER CAR RETAIL SALES 


SEASONAL VARIATION 


of automobiles, or new 
owner sales, depend 
chiefly on the difference 
between the actual car 
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stock and the maximum 
stock or ownership level 
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attainable under current 
conditions of income, 
price, Operating costs, 








and car life. 
The concept of a 
changing maximum 








ownership level is of pri- 
mary importance in the 
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automobile industry be- 
cause when car owner- 











ship is near the level of 





maximum ownership 








and a decrease in super- 
numerary income oc- 
curs, the effect is to make 
the market suddenly 
saturated. A conse- 
0 quence is the elimina- 





tion of new owner sales, 
and even the forcing of 





| liquidation of a part of 
the consumers’ car stock. 


The analysis of the 
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Month-to-month sales variation is of two types, that due to 
regularly recurring seasonal influences (upper panel) and that 
attributable to introduction of new models (lower panel). The 
latter influence is zero on the chart until about four months 
It falls rapidly until the new 


before the introduction date. 
model arrives, then rises sharply for about two months. 


their stocks of used cars during periods 
of recession. 

From the demand standpoint, the 
outstanding characteristic of passenger 
automobiles and other durable goods is 
their durability. In consequence, con- 
sumption of these goods is dissociated 
from purchases and ordinarily extends 
five to fifteen years beyond the date of 
acquisition. Consumers’ car stocks 
thus take on a prominent part in deter- 
mining new car purchases. The de- 
mand situation is quite unlike that for 
perishable goods, in which the part 
played by consumers’ stocks is neg- 
ligible. Additions to consumers’ stocks 


this study led to the re- 
jection of the usual na- 
tional income series in 
preference to another, 
disposable income, 
which is believed to re- 
flect more accurately the 
stream of money available for the pur- 
chase of automobiles. The chief dif- 
ference in characteristics in disposable 
income are the exclusion of direct taxes 
and the inclusion of entrepreneurial 
savings. Supernumerary income is ob- 
tained from this by eliminating neces- 
sitous living costs to obtain a better 
figure for a durable goods purchase. 
The guiding concept in developing 
the formula is that what consumers 
consume is not new cars, but transpor- 
tation service from their car stock; the 
new car sales are a derived demand 
incidental to replacing cars in this 
stock, or building it to a higher level. 
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The principal factor in determining 
how this car stock is to be built up is 
the eventual ownership objective of the 
consumers, or the maximum owner- 
ship level. 

The secondary importance of price 
also appears from the experience of 
other durable goods industries such as 
residential building and railway equip- 
ment. Response to price is present in 
these durable goods industries, but it is 
insufficient to offset the large cyclical 
swings arising from the stocks of these 
goods in the hands of users and the 
variations in general production and 
national income. 


Durable Goods 


This analysis of the factors govern- 
ing changes in automobile demand 
seems to have considerable relevance to 
the durable goods problem, which is 
the outstanding problem of our twen- 
tieth century economy. An abundance 
of durable goods characterizes a high 
level economy; and from durable goods 
arise instability and wide cyclical 
swings. The appalling complexities 
posed by this characteristic feature of 
a high level economy have: even in- 
duced some persons to give it up en- 
tirely and recommend a return to the 
simple life of an economy centered 
mainly on the production of perishable 
goods, controlled (7.e., impeded) pro- 
duction, or a moratorium on invention. 

This defeatist attitude seems to be 
entirely unwarranted. What really is 
needed is extensive research designed 
to lay bare the fundamental economic 
problems of a durable goods economy. 
One principle that already stands out 
is that the consumer of durable goods 
has much to say about the use of his 
income. Hence, if a high level of con- 
sumption is to be maintained, con- 
sumer confidence, which will induce 
the spending of income at a constant 
rate, is essential. Once this and similar 
problems are understood and practical 
economic principles are established, in- 
creasing stability and continued growth 
should be possible with a high level of 
durable goods production. 























An impression of industrial 
power lives in this etching 
by Robert Fulton Logan, 
head of the Department of 
Fine Arts, Connecticut Col- 
lege. Work by the artist 
appears in such varied lo- 
cations as the Luxembourg, 
Paris; the British Museum, 
London; and the Library of 
Congress, in Washington. 
(Reproduced by courtesy 
of Kennedy & Company.) 


HOW DID BIG BUSINESS GET 
















BIG? 


Analyzing Conflicting Testimony on Concentration in Industry; 
Third Article in a Series on Corporate Growth in America 


PITUITARY gland that is gen- 

erally overactive and occasionally 
produces a monstrosity is the figura- 
tive charge against “big business.” 
Practically, there must be the usual 
series of matter-of-fact questions, cal- 
culated to cover all the approaches. 
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How big is Big Business? Is it getting 


bigger? How did it get big? Why 
did it get big? And finally, what of it? 

The answers to this appalling ques- 
tionnaire are unfortunately preliminary 
to an understanding of one of our lead- 
ing economic and social problems. The 


first two queries have already been dis- 
cussed in recent issues of Dun’s Review. 
Here is the third. The fifth is probably 
the most important, and also the most 
baflling. Regardless of whether cor- 
porate skyscrapers appeal to our na- 
tional sense of the beautiful, the final 








test must be their capacity for prodigi- 
ous services such as might make us 
forget their looks. That, however, is 
another story. 

The pattern of growth is part of any 
analysis of the reasons for it, as it will 
inevitably reflect coincidences of causes 
and events. The easiest generalization 
is to recognize a fitful long-term trend 
toward concentration, the character of 
which has been shaped principally, 
however, by the two speculative periods 
1897-1903 and 1925-1929. 

The story necessarily begins with the 
undertones. Tremors were felt long 
before the corporate earth began to 
shake in the Nineties—in fact before 
the Civil War. Pools and trade agree- 
ments had put in an appearance at even 
that early date. From the same fertile 
soil there bloomed in rapid succession 
the so-called “trusts,” combinations, 
and holding companies, all overlapping 
extensively, but each dominating the 
restless pattern for a while. 

The “trust” improved upon the pool 
as a means of easing the sorrows of 
competition by vesting in boards of 
trustees the direction of entirely sepa- 
rate and previously competing busi- 
nesses. Centralized authority was thus 
substituted for dependence 


pressive even by modern standards. 
Dr. W. H. S. Stevens recently pub- 
lished a reminder that even prior to 
1890 great combinations in the form of 
“trusts,” such as those in oil, sugar, 
lead, cotton oil, linseed oil, and whiskey 
industries, had reduced the number of 
sellers and assumed monopolistic posi- 
tions.’ In the meantime the railroads 
had made substantial progress toward 
concentration through various forms 
of stock acquisition. 


The Sword Suspended 


By 1890 popular distaste had been 
aroused to the point of precipitating 
the Sherman Anti-Trust Act. There 
then followed what may be termed 
an inquiring pause. The sword of 
Damocles was seen to be suspended, 
but when it fell without any conspic- 
uous accompaniment of gushing blood 
or rolling heads, the combination move- 
ment took on new life as though mere- 
ly refreshed by its rest. The immediate 
signal, perhaps, was the revival of busi- 
ness in 1897, after a long and serious 
depression. For a while the trend 
manifested itself principally in a per- 


1 “Has Competition Declined?’’ The Journal of Market- 
ing, April, 1939. 


fection of the holding company device 
as a welding tool. 

What followed is common knowl- 
edge, and produced one of the two 
major periods of unmistakable concen- 
tration that have contributed so sub- 
stantially to present-day disquiet. In 
brief, the years 1897 to 1903 witnessed 
a vast burgeoning of mergers and big 
corporate promotions. Save for a brief 
interlude in 1900, bank funds were 
abundant, interest rates were low, the 
public was receptive to capital flotation, 
speculation was active, all the circum- 
stances of the moment invited both 
credit inflation and financial promo- 
tion. On the operating side, industrial- 
ists were not exactly loath to relieve the 
torments of competition by joining or 
buying out competitors. 

It all happened on a grand scale. As 
remarked by Dr. Stevens, “. . . the 
great era of industrial consolidation 
from 1897 to 1903 . . . produced per- 
haps a greater reduction in the number 
of sellers, particularly leading sellers, in 
scores of industries than any other cor- 
responding period in our industrial 
history.” Today’s citizen, hearkening 
to modern outcries over monopoly, 
may indeed cast a bewildered glance at 

the calendar if he chances 





upon voluntary co-operation, 
the weakness of the “gentle- 
men’s agreement.” The cen- 
tral idea was still collective 
action rather than outright 
consolidation. Individual 
concerns appeared to retain 
their corporate identity, if 
not their competitive inde- 
pendence. However, it was 
practical loss of identity 
which finally outlawed the 
trustee device in the courts. 

Irrespective of technical- 
ities, this evolutionary phase 
put its stamp on the whole 
subsequent movement in the 
name “trust,” of which even 
now there can be heard at 
least an occasional whisper. 
The area of business given 
over to the device was im- 





tention. 


smaller size. 


grounds. 


Bicness in business is a perennial issue 
and as such has just enjoyed a particularly full and busy year. De- 
spite judicial and practical distinctions, interested observers are not 
always successful in keeping “size” and “monopoly” as far apart 
in their thinking as the circumstances sometimes warrant. Chain- 
store taxation, for example, is increasing both extensively and in- 
tensively. The Temporary National Economic Committee is mak- 
ing a general investigation of the American economy in which 
bigness and monopoly power are receiving their full share of at- 
Questions are being raised within the ranks of business 
itself as to whether there is such a thing as an “optimum” scale of 
operations, or a size for each industry that meets its producing and 
distributing requirements more efficiently than would a greater or 
And from all walks of life are coming suggestions 
as to what should be done about bigness on economic and social 


In a series of articles—of which this is the 
third—Mr. George has assembled the available evidence on business 
concentration to supply an approach for both convenient and un- 
sentimental appraisal of the issues to which it has given rise. 


upon John Moody’s The 
Truth About the Trusts, pub- 
lished in 1904, in which a 
sinister handful of combina- 
tions was alleged to control 
two-thirds of the manufac- 
turing capital of the country. 

In terms of reported assets, 
as distinct from the realities 
of competition, the degree 
of apparent concentration 
achieved during the first 
great merger period may 
have actually fallen back in 
the years immediately fol- 
lowing. There is dispute, 
for instance, over the extent 
to which the stocks of the 
early trusts were watered and 
therefore subject to a spell of 
at least statistical shrinkage. 
That would mean, from the 
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standpoint of this discussion, that their 
real growth for the time being might 
have been partly engaged in replacing 
water, while that of the smaller fry 
continued to register in old-fashioned 
bookkeeping ways. Prof. Eliot Jones 
has declared that “generally speaking, 
the capitalization of the trusts was 
twice as large as the value under com- 
petitive conditions of the properties and 
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businesses that they acquired.”? But 
Prof. Shaw Livermore has stated very 
firmly that excessive capitalization was 
the exceptional rather than the usual 
case.* 

If there was not a good deal of water 
in the general crop of first-period 





2 The Trust Problem in the United States, The Mac 
millan Company, 1921, p. 269. 


3“The Success of Industrial Mergers,’ The Quarterly 


Journal of Economics, November, 1935. 
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“From Pier 4, East River” 
—This etching by Ernest 
Roth, a member of the Na- 
tional Academy, contrasts 
the shining towers of down- 
town New York with the 
waterfront. The etcher is 
one of a few who specialize 
in architectural subjects. 
Mr. Roth has received sev- 
eral awards for his work. 
(Reproduced by courtesy 
of Kennedy & Company.) 


“trusts,” however, public belief at least 
will be dreadfully affronted. For thirty 
years, great ado has been made over the 
state of virtual immersion in which the 
big corporations (old-style) were sup- 
posed to subsist. Over the years that 
followed, this water was subjected to 
a slow evaporating process, through de- 
preciation charges and rising property 


values. The United States Steel Cor- 
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poration, generally regarded as a cor- 
porate tank even amidst the old oaken 
buckets of its period, had reduced its 
excess of capitalization over tangible 
property from about $700,000,000, or 
100 per cent, in 1901 to about $280,000,- 
000, or 24 per cent, in 1910.* The floods 
were at least receding by this date, even 
though there was still no worry over 
drought in capital structures. It fol- 
lows that the statistical influence of 
these particular trusts may have ebbed 
somewhat in the years immediately 
following their formation, although the 
record is dim as to whether concentra- 
tion was or was not coming along in 
other but less- publicized forms. 

At any rate, from the 1904 Northern 
Securities case—which frowned on 
holding companies—until the middle 
of the Twenties, the growth of large 
enterprises was certainly not spectac- 
ular, at least in the sense that the popu- 
lace was quite calm over whatever was 
happening. What reverberations there 
were came principally from the pound- 
ing of T. R.’s big stick and from the 
sonorous phrases of the Supreme Court. 

In fact it was not until 1931, when 
Dr. Gardiner C. Means published the 
first results of his elaborate study, that 
any extensive effort was made to dis- 
cover what had actually transpired dur- 
ing these corporate Middle Ages. Due 
in part to long neglect, there were many 
statistical voids in the record, and re- 
searchers generally were obliged in 
spots to shift from Numbers to Revela- 
tions. One difficulty has been that be- 
cause of the peculiarities of the avail- 
able evidence—due principally to the 
further absorption of “water” between 
1909 and 1921—the growth of both 
“giants” and “all corporations” was 
always in danger of being understated 
by non-comparable amounts. While 
frankly recognizing the frailties of the 
available data, Berle and Means came 
in the end to feel that concentration 
had progressed materially. 

Other observers, hesitating to trust 
their weight to the thin factual ice of 





* Report of the Commissioner of Corporations on the 
Steel Industry, Part I, July 1, 1911, p. xxii. 





Dm UoN * Ss 





REVIEW 


the period, were inclined to assume that 
“bigness” was probably at least creep- 
ing on us in an era marked by both 
rapid technological expansion and the 
co-operative stimulation of a war. Still 
a third group has decided that in the 
absence of clear-cut statistical evidence, 
little increase in concentration occurred 
up to the 1929 crest at least, save in the 
two major speculative periods of 1897- 
1903 and 1925-1929. All parties are fair- 
ly well agreed that from 1921 to 1924 
at least, nothing of importance hap- 
pened. 


Leviathans 


The years 1925 to 1929 formed a 
period during which, beyond cavil, big 
business got bigger with a vengeance. 
The Berle and Means year-by-year fig- 
ures depicting the growth in gross 
assets of the leviathans as against that 
in the wealth (real estate, buildings, 
equipment, cash, and inventories) of 
the common herd during these five 
years have been found to compound 
annually at 8.35 per cent as against 5.1 
per cent. 

Mergers were clearly one of the roads 
to corporate grandeur during this pe- 
riod. Dr. Willard L. Thorp’s exami- 
nation of the merger movement in the 
1920-1929 decade’ discloses nothing less 
than a majestic sweep during its latter 
half. From 1925 to 1929 he reported 
4,583 disappearances through mergers 
and acquisitions among manufacturing 
and mining concerns, as against 2,235 
for the not inactive years 1920 to 1924 
—over twice as many. For 1929, the 
peak of 1,245 disappearances was not 
only far in excess of any previous year’s 
performance but alone accounted for 
over half as many disappearances as 
had been recorded for the five years 
running from 1920 to 1924. 

In his contribution to Recent Eco- 
nomic Changes,® Dr. Thorp reported 
3,104 disappearances in the public util- 
ity field during the four years ending 
in 1928, as against 1,365 during the 





5“The Persistence of the Merger Movement,’ The 
American Economic Review, March, 1931, Supplement. 

®“The Changing Structure of Industry,’’ in Recent 
Economic Changes, Volume I, National Bureau of Eco- 
nomic Research, 1929, p. 187. 
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previous four years. The comparison 
becomes still sharper when it is ob- 
served that from comparative quies- 
cence in 1919 and 1920 (when only 22 
and 15 companies disappeared from 
this cause), the utility merger move- 
ment rocketed to a peak of 1,029 dis- 
appearances in 1926. In their lush years 
in fact the utilities actually out- 
disappeared the manufacturing and 
mining companies, despite the latter’s 
far greater density of population. This 
phenomenon brings back to mind one 
of the complaints against general fig- 
ures on concentration as reported in the 
first article of this series, namely, their 
inability to distinguish growths of dif- 
ferent origin and character which there- 
fore pose different questions of public 
policy. 

Apropos of inter-industry distinc- 
tions, it should also be duly noted that 
but few sections of industry neglected 
to sniff at least the bouquet of this mod- 
ern love potion. The main story has 
been told in terms of manufacturing, 
mining, and utilities, where the mating 
was of vigorous Gretna Green propor- 
tions, but whether attention is fixed on 
motion pictures, chain stores, banks, or 
hotels, signs of the elixir’s bittersweet 
ravages may be discerned. And al- 
though the Thorp data on manufactur- 
ing, mining, and utilities were com- 
piled in terms of business units affected 
without regard to assets involved, com- 
bination can safely be assumed to have 
proceeded at a pace out of all propor- 
tion to any recent time period. 

The financial records of this era like- 
wise abound with either evidence 
or implications of disproportionate 
growth. Corporate securities were of- 
fered in unprecedented volume. Many 
of them were the fruits of mergers, 
many for the use of concerns that were 
content to progress in celibate state. It 
is easy to assume that corporations al- 
ready large reaped the principal bene- 
fits. Berle and Means estimated that 
between 1922 and 1927 inclusive, “over 
55 per cent of the growth of the large 
companies has been made possible by 
the public offering of additional secur- 
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ities;” and further, that over the same 
period “. . . two-thirds of all public 
offerings of new securities . . . were 
made by the 200 largest [ non-financial ] 
corporations or their subsidiaries.” 

It has been estimated by The Com- 
mercial and Financial Chronicle that 
over $28,000,000,000 in new corporate 
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security issues, representing new capi- 
tal and not refunding, were publicly 
offered from 1925 to 1929. The pro- 
ceeds of most of these offerings doubt- 
less went to the self-same giants, al- 
though a respectable portion might 
have to be credited to the “sub-giants” 
with assets of less than $100,000,000, 
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“The Monster Grows’ —an 
etching by Otto Kuhler, 
who designed such well- 
known trains as the “Hia- 
watha,’ for the Chicago, 
Milwaukee, St. Paul & Pa- 
cific, the “Royal Blue’ and 
“Columbian,” for the B. 
& O., and Lehigh Valley's 
“John Wilkes” and “Asa 
Packer.” (Etching repro- 
duced through courtesy 
of Kennedy & Company.) 


who constituted some three-fourths of 
the total number listed and active on 
the New York Stock Exchange. Dur- 
ing this period those which were able 
to do so, meaning necessarily the more 
imposing enterprises, naturally took 
advantage of the easy opportunities 
afforded to expand through the sale 
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of low-interest-bearing bonds or of 
stock. 

Perhaps the narrative section of this 
analysis of the means of growth should 
close with a warning that the neat divi- 
sion into periods which it has suggested 
can be veiling the action of causal fac- 
tors as well as indicating the formal 
pace of growth resulting from them. 
Either technological or speculative 
pressures can be building up for some 
time before they erupt. A closer in- 
spection of the merger cycle will illus- 
trate the point. 

Industries are organic. They grow 
up and die, and have life stages. One 
of these is often a settling-down proc- 
ess. A time seems frequently to arrive 
when larger concerns begin taking 
over smaller competitors, not because 
the latter are threatening them but be- 
cause they are failing and on the mar- 
ket; or when mergers are resorted to 
with the design of bringing comple- 
mentary lines together. Mergers of 
this type seem very often to be merely 
a stage in an industry’s coming of age. 
They may be in the offing for years, and 
finally materialize in a speculative 
boom when money is easy and corpo- 
rate promotion is the order of the day. 
Thus even the normal life line of an 
industry can contribute to the dullness 
of those periods in which no growth of 
concentration is perceptible, as well as 
mingle with the excesses of the periods 
that push it ahead in great statistical 
leaps and bounds. 


Means of Growth 


Throughout the development of this 
structural picture have appeared 
glimpses of the means by which cor- 
porate greatness has been achieved. 
Outstanding have been mergers, fi- 
nancing, and reinvestment of earnings. 
These three factors were brought to- 
gether formally in Dr. Means’ brief 
observation on their relative impor- 
tance. Examining the 1922-1927 pe- 


riod, he found that the giants were 
better able to raise capital by selling 
securities in the public market, that 
much of their growth could be attrib- 





uted to mergers, and that large com- 
panies habitually reinvested a larger 
percentage of their earnings than did 
small. The growth of the 200 largest 
during the above six-year period was 
credited to these three factors in the 
ratios of 55.0 per cent, 18.5 per cem, and 
26.5 per cent respectively. 

These ratios, of course, applied only 
to a particular stretch of time, and 
might fluctuate widely under the spur 
of changing circumstances. That any 
estimate of the importance of mergers 
as a first cause of concentration for the 
years 1925-1929, for example, would 
probably have to be higher than that 
for 1922-1927, may be inferred from the 
figures previously drawn from Dr. 
Thorp’s study of mergers, indicating 
that their number expanded spectac- 
ularly in the closing years of the decade 
of the Twenties. It seems certain that 
financing and merging were more im- 
portant during the two big speculative 
eras than over the more somnolent 
years between. 

It must also be understood at the out- 
set that no simple pattern emerges re- 
garding either the extent or the timing 
of the use made by different industries 
of these different devices, 7.e., reinvest- 
ment, external financing, and mergers. 

Dr. Caroline F. Ware pointed out 
that the capital invested in the early 
New England cotton manufacturing 
business grew largely through reinvest- 
ment of earnings.’ Stephen Jay Ken- 
nedy observed that despite a flurry of 
public financing in the late Twenties, 
the bulk of the expenditures upon plant 
made in the textile industry since the 
war seemed to have been drawn prin- 
cipally from earnings.” 

In similar fashion the automobile in- 
dustry fed almost entirely upon its own 
accumulated resources. Dr. Ralph Ep- 
stein has pointed out 'that “most auto- 
mobile companies have been built up 
principally from reinvested profits” 
and that “the concentration which has 
existed . . . has not been accompanied 





7 Early New England Cotton Manufacture, Houghton 
Mifflin Company, 1931, p. 129. 

8 Profits and Losses in Textiles, Harper & Brothers, 1936, 
Pp. 12-19. 
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by any great amount of combination.”® 
Dr. Lawrence H. Seltzer assented with 
the remark that “the growth of the 
American automobile industry was 
characteristically the expansion of origi- 
nally small enterprises that obtained 
the bulk of their increasing capital from 
reinvested profits.”?° 

It will be evident to the reader of 
course that some of these observations 
on the automobile industry have to be 
qualified by the fact that they are in 
part being applied to the growth of the 
industry rather than of its leading units. 
Also, at least two important mergers 
were accomplished after these studies 
were made. 


Mergers 


Both offensive and defensive mergers 
have featured the well-known modern 
growth of the aviation industry. The 
steel and public utility industries simi- 
larly offer examples of the use of the 
merger device by individual companies 
in attaining great size. Great units in 
the bread-baking industry came into 
being principally by virtue of mergers, 
according to Dr. C. L. Alsberg.” 

These illustrations on an industry- 
by-industry basis are significant in in- 
dicating cross-currents within the total. 
The immediate story, however, is of 
concentration in the over-all sense, the 
handful against the mass. It is in those 
terms that the effort is now ventured to 
appraise the extent to which the exist- 
ing degree of concentration is beholden 
to each of the three outstanding means 
by which such things come about, 
namely: the resort to mergers, new 
financing, and reinvestment of earn- 
ings. 

One of the major roads to concen- 
tration has been through mergers. Of 
the three methods enumerated, this is 
the most suspect. The merger move- 
ment has had a history that is surpass- 
ingly gaudy if not brilliant; and indeed, 

(Continued on page 46) 





9 The Automobile Industry, A. W. Shaw Company, 1928, 
pp. 218, 224. 

10 4 Financial History of the American Automobile In- 
dustry, Houghton Mifflin Company, 1928, p. 19. 

11 Combination in the American Bread-Baking Industry, 
Leland Stanford University, Food Research Institute, 1926, 
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Congress defeats Neutrality Act revision and 1 
speeds toward adjournment. ... Epidemic of WPA strikes hits nation. .. . General Motors’ strike 
also figures prominently in news. .. . Wall Street stages mid-month rally from slump. . . . North- 
eastern States suffer from extended drought. . . . Storm rumblings continue in Europe and the Far East. 


1 WPA workers start 130-hour month. 


3 


10 


11 


12 
13 


DU 


ALL quiet on the Stock Exchange as bonds hold firm in dullest 
full-session turnover in twenty-two years; stocks set like record 
for seventeen-year period. 


TuHousaNnps on WPA strike, protesting longer hours, less pay. 
CIO calls strike of tool and die makers in General Motors’ Detroit 
plant. 


PRESIDENT signs disputed Monetary Bill, continuing his dollar 
devaluation authority and the $2,000,000,000 stabilization fund 
to June 30, 1941. Autogiro inaugurates world’s first airport-to- 
city taxi mail service in Camden-Philadelphia run. 


CiaupE A. Swanson, Secretary of the Navy, dies. General 
Motors’ strike spreads. 


PRESIDENT commissions Rear Admiral Richard E. Byrd to lead 
Antarctic expedition to claim polar territory covered by Monroe 
Doctrine. 


First back-to-work movement in WPA strike. 


ADMINISTRATION’S $2,660,000,000 Spend-Lend Bill introduced in 
Congress. Treasury cuts price for foreign silver to 35c. Paul V. 
McNutt named as Federal Security Administrator. 


SENATE CoMMITTEE shelves Neutrality Bill. NLRB grants em- 
ployers right to petition for election to determine bargaining 
agent. 


Stock Market breaks out of rut as prices advance. 


Cnuicaco FEDERAL JupDGE dismisses Government anti-trust suit 
against Midwest milk industry. 
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s rebellious over spending and housing bills as it 


RoosEVELT warns WPA, “You cannot strike against the Govern- 
14 ment.” FCC suspends rule limiting international broadcasts to 
promotion of good-will and culture. 


CIO group strikes to organize “Big Four” meat packers. TNEC 
16 preliminary report recommends wide revision of patent and anti- 
trust laws. 


17 Stocks climb in heaviest wave of trading since March 31. 
18 Emit ScHRAM named new RFC chairman. 


1 Corn prices sink to five-year low. Contract finally signed in 
9 Harlan coal strike. 


20 House votes special NLRB probe. William J. Patterson named 
to ICC. 


Corton export subsidy set at 1!) cents a pound, effective midnight 
22 of July 27. 


Jonn L. Lewis announces formation of unit to organize con- 
25 struction industry. 


Unirep Srates notifies Japan it will abrogate 1911 commercial 
26 treaty, effective in six months. Federal Court dismisses anti-trust 
indictment against American Medical Association. 


James L. Fry nominated as successor to Frank R. MecNinch, 
retiring FCC chairman. Federal Court reverses conviction of 

27 seventeen defendants in Government’s oil conspiracy case at 
Madison. 


28 Four typewriter companies indicted by Federal grand jury for 
Sherman Anti-Trust Act violation. 














POWER PLANT, THE BRONX, EAST RIVER, N. ¥.—-CUSHING 


THE TREND OF BUSINESS 


PRODUCTION ... PRICES ... TRADE . . . FINANCE 


Reports of general business conditions were predominately 
favorable during July and early August. Industry advanced, 
while trade activity was maintained at a relatively high 


level. 


Inventory trends were considered healthy. 


The 


stock market in July showed signs of life. Weakness in 
commodity prices and some grumblings from unsettled 
Europe were the most disturbing elements in the picture. 


USINESS news for July and early 

August was mostly of an en- 
couraging nature, although a few 
factors caused the resulting optimism 
to be tinged with conservatism. Senti- 
ment was undoubtedly improved. 
Steel output expanded counter-season- 


Industrial Production 


Federal Reserve Board Adjusted Index 
1923-1925 = 100 
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January 97 114 80 102 
February 94 116 79 99 
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ally, wholesale shows met with good 
response in the form of orders for the 
new Fall season, and the stock market 
shook off its lethargy. The better feel- 
ing was not in the least surprising, 
considering that there were a number 
of favorable developments. 

The long-deplored “lack of confi- 
dence,” however, failed to be com- 
pletely dispelled, and commitments for 
more than a few months ahead were 
made with a good deal of hesitation. 
The failure of commodity prices to 
respond to the general improvement 
was considered by some as evidence 
that the “go-ahead” signal for business 
was not yet clear. This, coupled with 
the continued uncertainty of the politi- 
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cal outlook in Europe, persuaded some 
observers that progress must still be 
made in a cautious manner. 

Industry, in any case, moved forward 
more than would ordinarily be ex- 
pected during the Summer months. 
Production levels on a seasonally ad- 
justed basis were at the highest point 


Factory Payrolls 


U.S.B.L.S. Index (Revised) 
1923-1925 = 100 












1936 1938 1939 

January i 75.0 83.4 
February 76.9 85.5 
March 97.1 86.9 
April 74.6 84.9 
May 72.9 84.4 
June 86.2 
July no 
August 

September 

October 

November 94.0 
, December 98. 











since January. The outstanding factor 
in the rise was steel production, which 
advanced in opposition to the usual 
seasonal movement. Despite the rapid- 
ity of the expansion of steel ingot out- 
put, which gained more than 20 points 
during July to more than 60 per cent 
of capacity in the last week of the 
month, demand was sufficient to meet 
the increase. Some production antici- 
pated automotive needs. for work 
on 1940 models, but structural and 
engineering requirements, plus mis- 
cellaneous needs, sustained the volume 
of orders. 

Pig iron production during July was 
7.6 per cent ahead of June on a daily 
average basis, and exceeded the year- 
ago volume by 94.3 per cent. Thirteen 
blast furnaces were put in operation 
during the month, and two were blown 
out or banked, leaving a net gain of 
eleven active furnaces for the month. 

Machine tool orders for July gave 
further evidence of increased activity 
in the durable goods industries. The 
index advanced 19.3 points during July 
to a 26-month high of 230.9. For three 
successive months the index has re- 
mained above 200. About half of total 
orders was said to be from foreign 
sources, although there was some evi- 
dence of a broadening domestic de- 
mand on the part of aircraft makers 
and shipbuilding companies. 
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Other generally accepted indicators 
of industrial activity confirmed the ad- 
vance. Electric power production 
declined less than seasonally, as users 
of this type of energy failed to curtail 
operations. Bituminous coal output in- 
creased from June to July, preliminary 
estimates of output per day at 1,180,000 
tons exceeding the June level by 1 per 
cent and the July 1938 level by 26 per 
cent. Lumber production likewise 
continued well ahead of a year ago. 

Freight-car loadings, following the 
industrial trend, advanced to new 
highs for the year. July figures showed 
a 13 per cent gain over the corres- 
ponding month of 1938. 

Automobile output declined sharply 
during July and the first part of Aug- 
ust, but early resumption of activity 
on the new 1940 models was planned. 
The tool and die strikes held up activity 
in some plants; settlement of the labor 
difficulties removed a disconcerting 
obstacle to stepping up production. 

Construction contracts during July 
increased about 4 per cent over the 
June totals, according to a report from 


Department Store Sales 


Federal Reserve Board Adjusted Index 
1923-1925 == 100 


1936 1937 1938 1939 
January 81 93 90 88 
February 83 95 88 87 
March 84 93 86 88 
April 84 93 83 88 
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August 86 92 By 
September 88 94 £ 86 
October 90 93 84 
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the F. W. Dodge Corporation. Sea- 
sonally corrected, the gain was about 12 
per cent. Both residential and public 
utility awards, however, fell below the 
previous high April level by 14 and 26 
per cent, respectively. 

On the consumer goods side of the 
industrial picture, favorable inventory 
positions made for a relatively good 
level of output. Cotton mill activity 
rose to new high levels for the year, 
despite a 25 per cent curtailment in 
output of print cloth for July, August, 
and September. Woolen mills were be- 
ginning to start work on Fall lines, and 


unfilled orders were well ahead of last 
year. Rayon yarn shipments for the 
first seven months of the year were 48 
per cent larger than for the same period 
last year; shipments were benefited 
both by the seasonal upswing in fabri- 
cators’ mill activity and by the current 
high price of silk. 

Little net change in employment and 
payrolls occurred between June and 
July. Losses in some industries were 
offset by gains in others—in canning, 
men’s clothing, and shoe factories, for 
example, a seasonal expansion occurred, 
whereas in women’s clothing, milli- 
nery, and silk mills activity declined. 
Farm income was depressed by low 
prices, despite good crop prospects in 
many sections of the country. Drought 


Wholesale Commodity Prices 


U.S.B.L.S. Index—1926 = 100 


May June July Aug. 
Week 4939 1939 1939 1939 
I 76k 75-7 75-5 75-1 
II 76.4 75.6 75.6 74.8 
III 75.9 75-4 75-5 eg ty, 
IV 75.8 75-5 75-2 
Vv 74.8 














conditions in other sections were re- 
sponsible for a downward revision of 
crop estimates. As of August 1, the 
Department of Agriculture estimated 
the corn crop at 2,459,888,000 bushels, 
somewhat below the July estimate, 
compared with 2,542,238,000 bushels 
last year. Wheat production, revised 
upward from the previous month, was 
still below the ten-year average, al- 
though the yield per acre of Winter 
wheat was higher than last year. The 
cotton crop was estimated to be 531,000 
bales short of the 1938 yield. Govern- 
ment subsidies, however, will undoubt- 
edly modify farm income as reckoned 
from crop yield and market price. 
Consumer buying at retail was well- 
maintained during July and early 
August. The FRB seasonally adjusted 
index of department store sales at 86 
for July was unchanged from the June 
level; on an unadjusted basis sales de- 
clined about the usual amount in the 
month. In comparison with last year, 
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sales were 3 per cent larger, and the 
total for the first seven months of 1939 
was 4 per cent above last year. Chain 
store sales were 9.9 per cent ahead of a 
year ago. Bank debits during July were 
slightly below June totals, but held up 
well for the time of year. A 45 per cent 
gain in automobile sales was registered 
over last year. Despite excessive heat 
in many parts of the country during 


Industrial Stock Prices 
Dow-Jones Index (Weekly Average) 


May June July Aug. 
Week 1939 1939 1939 1939 
I 130.75 137.21 132.63 143.16 
ll 132.61 138.81 133.13 4339.09 


lll 130.27 Van 136.47 
” Range Fi 
IV Y 137.21 q 1f3-07 
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early August, retail results continued to 
reveal gratifying gains over a year ago. 
Although wholesale activity reflected 
a larger volume of advance orders than 
at the same time last year, retailers 
continued to operate on a noticeably 
cautious basis. Advance commitments 
for women’s apparel showed a gain of 
only 5 per cent over a year ago. Men’s 
wear dealers were more optimistic, 
placing orders about 25 per cent larger 
than at the same time last year. 
Wholesale commodity prices were 
definitely not strong during the period. 
In the week ending July 29, the BLS 
index dropped to the lowest level in five 
years. Food and farm products dropped 
the farthest. Prices were somewhat 
less weak in the first week of August. 
On the financial front, news was 
slightly more encouraging than hereto- 
fore. Corporate earnings for the second 
quarter of the year were better than 
expected, almost three-fourths larger 
than in 1938 in some representative 
firms. Increased activity on the New 
York Stock Exchange during July was 
reflected in the highest monthly vol- 
ume of transactions since April, and 
stock prices climbed, cheering business 
considerably. The daily average num- 
ber of transactions continued relatively 
high during the first days of August, 


but prices sagged. 
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TRADE INDEX SHOWS DECLINE 


The United States Trade Barometer dropped to 80.9 (preliminary) in July from 83.4 in June. 
Barometer figures are compiled by Dr. L. D. H. Weld, Director of Research, McCann- 
Erickson, Inc.; trade information is reported by 157 district offices of DuN & Brapstreet, INc. 


HE HOT AND HUMID WEATHER which oppressed some 
| aie of the country in the first part of August had 
diverse effects on retail trade results. On the one hand, 
early selling of Fall goods was minimized, but on the 
other, clearances of Summer left-overs were considerably 
quickened. Reports on fur sales indicated that volume 
was somewhat larger than a year ago, even though there 
was less promotional activity. Automobile sales were 
strong, despite the early date of the introduction of new 
models, and dealers’ stocks were considerably reduced. 

Wholesale trade sentiment continued optimistic. Al- 
though markets were quieter by the middle of the month, 
due to the major trade shows being over, buying of Fall 
lines continued active, and the number of requests for 
prompt shipment indicated that stocks were unusually low. 

A more-than-seasonal lull in retail buying occurred in 
July. The preliminary United States Trade Barometer 


dropped 3 per cent trom the June figure, and showed a 
gain of only 5.8 per cent over a year ago, as compared with 
an 11.5 per cent margin of increase in the previous month. 
It should be noted, of course, that year-to-year comparisons 
are now being made with the rising level of activity last 
year. One explanation for the decline in the July index 
apparently lies in the fact that there was a shortage of 
desirable merchandise. Stocks of Summer goods were in 
many cases too low to warrant the customary heavy clear- 
ance sales, and retail volume suffered accordingly. The 
long week-end at the beginning of the month also sub- 
tracted from total sales volume, and only amusements, 
hotels, transportation agencies, and similar enterprises 
benefited from the extended holiday. 

Increased future commitments, emphasis on_better- 
quality merchandise, and low inventories lent increased 
momentum to wholesale buying during July. Frequent 
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requests for Summer sale goods were received, but litte 
merchandise of the desired sort was available, and con- 
centration on Fall lines resulted. 
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REGIONAL TRADE BAROMETERS 



















































































. . ‘ June Retail 
The United States Trade Barometer in June turned 1939 1935 
P . F ‘ Regional Sales 
mildly downward, dipping fractionally below the May REGION Index % 
level to 83.4. At that point the index was at approximately -10 
the same level as in April and was considerably below the U.S. 834 100.0 
January high point of 91.3. Thirteen regions reported gains 
7 ere < ; ° 1. NEW ENGLAND 71.0 78 
over the previous month’s level, as compared with eighteen 
regions in May. Six of these showed increases of less than 2. NEW YORK CITY 708 10.3 
3 per cent. Except for Memphis, which showed a sizable 
' - 3. ALBANY AND 83.0 26 
gain of 12.5 per cent, none of the increases was greater than SYRACUSE 
5 per cent. The most substantial retrenchment, 11.8 per 4. BUFFALO AND 72.0 19 
‘ ° ROCHESTER 
cent, occurred in the St. Louis area. Other large decreases 
. . - 5. NORTHERN NEW 69.0 29 
were reported in Salt Lake City, Northern New Jersey, and JERSEY 
Indianapolis and Louisville. 6. PHILADELPHIA 79.0 6.2 
All regions again showed improvement over the corre- 
? ° . 7. PITTSBURGH 72.9 3.7 
sponding period of last year. Memphis reported the largest 
gain, 35.4 per cent, the Detroit area was second with 28 per 8. CLEVELAND 83.4 29 
cent, and the Atlanta and Birmingham district was third 
F . 9. CINCINNATI AND 88.2 3.1 
with a 20.2 per cent increase. COLUMBUS 
10. INDIANAPOLIS 90.0 2.6 
THE MAP AND CHART compare the June, 1939, indexes with Se ene 
those for the same month a year ago. The column at the extreme right 11. CHICAGO 88.3 64 
of the chart indicates the relative importance of the regions: the figures 
are percentages of national retail trade from the 1935 Census of Business. 12. DETROIT 81.0 40 
THE INDEXES for the regions are charted, with U. S., from 1928, on 
pages 32-36. They are composites based on: bank debits (Federal Reserve 13. MILWAUKEE 83.8 22 
Board), department store sales (Federal Reserve Board), new car regis- 
trations (R. L. Polk & Company), and life insurance sales (Life Insurance 14. MINNEAPOLIS a1 45 
Sales Research Bureau). In regions 2, 3, 4, 5, and 14, wholesale sales AND ST. PAUL 
(Department of Commerce), and in region 2, advertising linage (Editor 
es a F wae be 15. IOWA AND 77.9 3.0 
and Publisher), which were found to make those indexes more accurate, NEBRASKA 
are included. In region 15, department store sales have been omitted. 
Each index is separately adjusted for seasonal variation and for the number 16. ST. LOUIS 82.3 25 
of business days in each month. All are comparable. The monthly average 
for the five years 1928-1932 equals 100. The preliminary figure for the 17. KANSAS CITY 877 3.6 
United States is computed one month before the regional figures are 
18. MARYLAND AND gg 38 
THE PARAGRAPHS printed opposite the 29 regional charts quote VGA 
figures for June based on samples of department and retail stores _re- 19. NORTH AND 106 2 21 
porting to the Federal Reserve banks; for July and for the first half of SOUTH CAROLINA 
August based on opinions and comments of business men in various lines 
b : - . T. 
of trade, gathered and weighed by the local Dun & BrapstrREET offices. ” porte le 2 ” 
21. FLORIDA 116.9 13 
| | | | | | 22. MEMPHIS 105.2 15 
UNITED STATES TRADE BAROMETER 
t-140 SEASONALLY ADJUSTED 23. NEW ORLEANS 101.5 1.0 
24. TEXAS 107.8 45 
25. DENVER 940 13 
1928-32 = 100 m 26. SALT LAKE CITY — ggg 8 
100 
27. PORTLAND AND 85.0 27 
\ SEATTLE 
+-80 TON ad 28. SAN FRANCISCO 86.4 3.4 
Te! ’ 29. LOS ANCELES 86.1 39 
r-60 Ww 
1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 
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These indexes of consumer buying are cor- 
rected for seasonal variation; the monthly aver- 
age for the five years 1928-1932 equals 100 (see 
preceding page). Charts comparing the indexes 
for each region with the index for the United 
States since January, 1928, appear in this number 
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and in the March, 1939, number; it is planned 
that they will be published semi-annually. Ad- 
ditional information about the indexes and about 
their usefulness in regional sales quota work, 
back figures, and data about regional boundaries 
is available for users of the indexes. 


REGION I: JUNE, 71.0 MAY, 74.2 JUNE 1938, 67.8 
June—Percentage department store sales increases over previous June: 
Bangor 4, Manchester—Burlington 0, Boston 1, Providence 2, New Haven 4. 
Juty—Percentage retail trade increases over previous July: Boston—Hartford- 
New Haven 10, New Bedford 20, Springfield 8, Providence—Portland 5, 
Worcester 3, Manchester 0. Wholesale trade increases: Portland 3, Boston- 
Springfield 8. Tobacco less injured by drought than other crops. Payrolls 
and production generally above last year. Gain in textile activity over last 
year and last month. Machine tool, brass, and copper manufacturing active. 
Shoe production seasonally dull. Collections vary. AuGust—Retail sales 
down in comparison with 1938. Orders of woolen goods up. 


REGION 2: JUNE, 70.8 MAY, 71.9 JUNE 1938, 64.5 
June—Percentage department store sales increases over previous June: 
New York and Brooklyn 2, Bridgeport 9, Westchester-Stamford 11. JuLy— 
Percentage retail trade changes from previous July: Bridgeport —10, New 
York City department store sales +2, parcel deliveries +6, hotel sales +26. 
Bank clearings down 6% from year ago in New York City, up 6% in 
Westchester County. New York City employment and payrolls little changed 
from June level; large increases reported at knitting mills. Fall production 
started at men’s clothing and shoe firms. AuGust—Merchandise deliveries 
increased 7°% over last year. One large department store reports 48°% gain 


in sales over 1938. Long Island potato crops hurt by prevailing drought. 


REGION 3: JUNE, $3.0 MAY, 85.2 JUNE 1938, 73.2 
June—Percentage department store sales changes from previous June: 
Syracuse +-12, Northern State —4, Central State +4. JuLy—Percentage 
retail trade changes from previous July: Binghamton-Syracuse +4, Albany 
o, Utica +2. Wholesale trade changes: Syracuse +2, Albany o. Sales of 
sporting goods, auto accessories, vacation supplies up seasonally. Drought 
has hurt crops and milk production. Some late fruits improved by recent 
rains. Payrolls and production steady to above 1938. Heating apparatus 
manufacture slightly more active than last year; shoe production about 75% 
of capacity. Collections steady to better than last year. Aucust—Trade 
activity seasonally dull. Resort and vacation trade below 1938 level. 


REGION 4: JUNE, 72.0 MAY, 74.0 JUNE 1938, 64.1 
June—Percentage department store sales increases over previous June: 
Buffalo 5, Rochester 4, Niagara 11. JuLy—Percentage retail sales changes 
from previous July: Buffalo +6, Jamestown +15, Rochester +2, Elmira 
—8. Buffalo wholesale trade up 5% from the corresponding period of last 
year. Drought relieved by late rains. Agricultural yield unchanged from 
last year’s level; prices vary, although generally better. Production and 
payrolls generally improved over last year. Upturn in building construction, 
steel production, and manufacture of consumers’ goods. Collections steady 
to better than last year and last month. Aucust—Retail sales 4°4 ahead of 
last year. Steel industry continues at 55°% of capacity. 


REGION 5: JUNE, 69.0 MAY, 75.3 JUNE 1938, 63.2 
June—Northern New Jersey department store sales 3°4 above previous June 
level. Juty—Newark retail trade up 6% from previous July; wholesale 
trade shows gain of 5°% from year ago. Scasonal decline of 39 and 10% 
respectively in Newark retail and wholesale trade from last month. Newark 
bank clearings show gain of 2°% from year ago; for Northern New Jersey a 
decline of 17% Production, sales, employment and payrolls 
show moderate advances from last year. Manufacture of naval and aviation 
equipment substantially increased. Collections improved compared with 
last year, steady with last month. Aucust—Retail sales ahead of same period 
Wholesalers report improved Fall orders. 


was recorded. 


last year. 
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REGION 6: JUNE, 79.0 MAY, 82.3 JUNE 1938, 70.0% ™ | SORE RE ie 
June—Percentage department store sales changes from previous June: 6. PHILADELPHIA 
Philadelphia +4, Trenton +17, Scranton —2, Harrisburg 0, Wilmington 120 2 i 
47. Juty—Percentage retail trade changes from previous July: Philadelphia 
2, Lancaster—York—Allentown—Williamsport +5, Wilmington +6, Read- 190 } = 100 
3 ing +7, Trenton +12, Harrisburg —5, Wilkes-Barre —3. Philadelphia | | | MY iN 
q wholesale trade 15% above a year ago. Wheat harvest good; most crops ,| |__| \ ae 
adversely affected by drought; rain at end of month. Payrolls and produc- | REGION + \Y 
tion generally above last year. Silk industry retarded by high price of raw | | | 
F materials. Iron, steel, and coal production steady. Collections improved. ©>——~}—] 7 = | ae 60 
Fe Aucust—Philadelphia retail sales 794 above previous August level. Indus- | | | | | | | 
; try up. *Revised. 4 = ae Litiit titi | jo 
a : 1928 1929 1930-1931 1932-1933. -1934 1935 1936-1937 1938 1939 
; REGION 7: JUNE, 72.9 MAY, 75-5 JUNE 1938, 67.3 - 
: June—Percentage department store sales increases over previous June: me 
Pittsburgh-Wheeling 6, West Virginia State 7. Juty—Percentage retail 
trade increases over previous July: Erie—Huntington 10, Youngstown— 
Charleston 3. Wholesale trade increases: Erie 10, Pittsburgh 5, Charleston 3. 100 
Weather conditions favorable for crops. Payrolls and production generally 
above 1938. Steel production advanced in July to 45°% of capacity; year 80 
4 ago only 27%. Pittsburgh electrical goods manufacturers report substantial 
: orders. Charleston coal production improved; glass, enamelware, and chemi- ihe 
cal production steady. Collections vary. Aucusr—Department store sales 
g% ahead of year ago. Increase in steel and electric power production. ' 
1931 1932 1933 1934 19385 1936-1937 1938 1939 
: REGION 8: JUNE, 83.4 MAY, 84.1 JUNE 1938, 71.6 SN ” 
| June—Percentage department store sales increases over previous June: &. eae fall 
Cleveland 12, Akron 17, Toledo 14. JuLty—Percentage retail trade increases ng 
over previous July: Cleveland 11, Akron 12, Toledo 10, Lima 5. Furniture REGION - 
and grocery sales improved. Wholesale trade increases: Cleveland 9, Akron Ne 100 
8, Toledo 10. Electrical appliance and hardware sales good. Crop conditions | Ad iN 
satisfactory. Payrolls and production steady to better than last year. Steel, | ee ae \ ‘ ak y rt 80 
textiles, rubber, and oil industries steady, without seasonal letdown. Strike | \ ; 
in the automobile industry hampered production. Collections steady to good. N FY | 
e Aucust—Cleveland department store sales 6° above last year. Non- ® a wif aa la! Gi Gil Ge) wae 
Fea residential building greatly improved. Steel at 73% capacity. | | 
¢ 40 Lr ELT tit tt leo 
y 1928 1929 1930 1931 1932 19331934 193519361937 1938 1939 
F 
‘ REGION 9: JUNE, 88.2 MAY, 89.2 JUNE 1938, 79.1 Ret Pee Dee SEEN, perl ie, = 
f June—Department store sales in Columbus and Cincinnati increased 8°% lan’ 9. CINCINNATI AND COLUMBUS 
over previous June. JuLy—Percentage retail trade increases over previous '” i 12 
Hl July: Cincinnati 7, Dayton—Springfield—Zanesville 5, Columbus 4. Wholesale er U. S 
iS trade increases: Cincinnati 10, Columbus 15. Corn and other crop yields 100 wiKZ 100 
good; prices steady or lower than last year’s level. Dairy production steady. REGION-py | \ ~ 
Production and payrolls steady to improved over a year ago. Zanesville a l L || ¥*Se- 20 
glass manufacturing good, pottery plants closed for inventory; steel mills ial a 
" working 40% capacity. Collections steady. AvuGcustr—Cincinnhati department 
. store sales 5 to 20% ahead of last year. Wholesale dry goods distribution up ai ror eo i 
15 to 20%. Clothing at peak production, orders 30% ahead of 1938. 
40 Li tit tt tt tt l4o 
1928 1929 1930 1931 193219331934 1935-1936 -1937 1938 1939 
REGION 10: JUNE, 90.0 MAY, 97.7 JUNE 1938, 80.5 ™ ME EM PAE. GR: tS TE. tea 
June—Percentage department store sales increases over previous June: 10. INDIANAPOLIS AND or 
Louisville 9, Indianapolis 12, Fort Wayne 11. Juty—Percentage retail trade '° . i 
changes from previous July: Louisville +4, Evansville—Indianapolis—Terre : aoe 
Haute +5, Fort Wayne —5. Retail furniture sales 20°% below last month. 499 Aw; x f 100 
Wholesale trade changes: Louisville +-5, Indianapolis —7. Prices of farm 1 wi ovis 
products and cattle good; crops in satisfactory condition. Payrolls and pro- ‘eee SE REGION 7, N I vAeRen = 
duction steady to better than at same time last year. Manufacture of wood . a 4 
products increased. Collections steady. Aucust—Indianapolis retail sales 
9% ahead of last year, 5°4 ahead of last month. Manufacturers of varnish © == =p abo ps Sie —— 
and lacquers in Louisville report 25° gain over last year. 
40 FRU EERELE LEE 
1928 1929 1930 1931 1932 193319341935 1936 1937-1938 1939 
REGION II: JUNE, 88.3 MAY, 86.3 JUNE 1938, 77.1 ae Soe te 
June—Percentage department store sales increases over previous June: 11. CHICAGO | 
Chicago 10, Peoria 8. JuLty—Percentage retail trade increases over previous ee ee ee 120 
July: Chicago +3, Rockford 0, Peoria +5, South Bend +-20. Gains in sales 
of used cars and apparel. Chicago wholesale trade increased 8% from ¥ . 100) 
Previous year’s level. Corn crop exceptionally fine; oats only moderately A ™ 
good. Price of corn improved; hog prices down. Payrolls and production te Wey | ~e 
generally improved from last year, down from last month. Machine tool ®|~ | | , wy - 
production and grey iron foundry output increased. Collections generally | 
improved. Avucust—Department store sales 5°4 above last year. Wholesale 60 oo REGION 60 
sales substantially improved. Decline in livestock processing activity. | 
r") Litt ttt tt 4» 
1928 1929 1930 1931 193219331934 193519361937 1938 1939 
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REGION 12: JUNE, 81.0 MAY, 79.9 JUNE 1938, 63.0 
June—Detroit department store sales increased 20% over previous June level. 
Juty—Percentage retail trade increases over previous July: Detroit 10, 
Grand Rapids 8, Saginaw 5. Automobile sales up 40 to 50% from year ago. 
Wholesale trade increases: Detroit 12, Grand Rapids 10. Drought broken 
at end of month. Grain, corn, and berry crops good. Prices and production 
generally unchanged or improved over last year. Automobile production 
slack because of vacations and model change; strike in some plants. 
Collections steady to improved. Aucust—Retail trade slightly improved over 
last month. Motor output at seasonal low, anticipating model change-over. 
Strikes in automobile plants settled. 


REGION 13: JUNE, 83.8 MAY, 82.1 JUNE 1938, 76.9 
JuNE—Milwaukee department store sales increased 11% over previous June 
level. Juty—Percentage retail trade increases over previous July: Milwaukee 
3, Green Bay 5. Milwaukee wholesale trade increased 5% over last year’s 
level. Grain crops in good shape although rains badly needed. Prices low 
but somewhat improved; milk prices up somewhat. Payrolls and production 
steady to improved in comparison with 1938 level, even with last month. 
Metal trades manufacture improved, electric supplics and motor equipment 
activity somewhat advanced. Collections steady with last month and last 
year. AuGcust—Milwaukee retail sales 36% above last year, up slightly from 
last month. Canning crop acreage considerably reduced. 


REGION 14: JUNE, 86.1 MAY, 92.7 JUNE 1938, 80.4 
June—Minneapolis-St. Paul—Duluth—-Superior department store sales 3% 
akove previous June. JuLty—Percentage retail trade changes from previous 
July: St. Paul-Great Falls +5, Billings +12, Butte -+-10, Minneapolis —1, 
Duluth —8, Sioux Falls +3, Fargo —5. Wholesale trade changes: Great 
Falls —5, Minneapolis +5, Duluth —8. Spring wheat injured by heat; 
Winter wheat in good condition. Corn and tobacco crops generally good; 
some corn hurt by grasshoppers. Payrolls and production steady to im- 
proved over 1938. Improvement in sales of agricultural implements. Flour 
and linseed oil market steady. Iron shipments double last year’s. Collections 
fair to slow. Aucust—St. Paul retail sales 5% above 1938. 


REGION 15: JUNE, 77.9 MAY, 73.8 JUNE 1938, 71.2 
June—Omaha retail trade 5% above previous June. JuLty—Percentage retail 
trade changes from previous July: Omaha +3, Cedar Rapids-Dubuque—Des 
Moines-Sioux City +5, Waterloo +4, Davenport—Burlington +10, Lincoln 
—5. Wholesale trade increases: Sioux City 4, Des Moines 5, Omaha 5. 
Corn in eastern Iowa in good condition; other Iowa and Nebraska corn 
adversely affected by drought; wheat, oats and hay crops below normal. 
Payrolls and production vary in comparison with corresponding period of 
last year. Meat packing activity improved; farm implement and_ heavy 
machine orders increased. Collections steady. AuGust—Omaha retail sales 
up 15% from previous week, down 1% from last year’s level. 


REGION 16: JUNE, 82.3 MAY, 93.4 JUNE 1938, 74.4 
June—Percentage department store sales increases over previous June: 
St. Louis 7, Quincy 6, Springfield (Mo.) 12. Juty—Percentage retail trade 
changes from previous July: St. Louis +5, Springfield (IIl.) —10, Springfield 
(Mo.) +7, Quincy +6. St. Louis wholesale trade up 5°%% from a year ago. 
Bumper wheat harvest and good truck farming crops; good prospects for 
corn yield. Farm prices low. Production and payrolls steady to above 
last year. St. Louis stove manufacturers report 100% increase in sales over 
July 1938. Chemical producers report gain in sales. Wholesale and retail 
textile orders improved. Collections vary. AuGust—St. Louis retail trade 
4 to 7% above last year. Expansion noted in wholesale orders. 


REGION 17: JUNE, 87.7. MAY, 90.7 JUNE 1938, 84.3 
June—Percentage department store sales changes from previous June: 
Kansas City +3, Oklahoma City +2, Wichita +-1, Tulsa —2. Juty—Per- 
centage retail trade changes from previous July: Oklahoma City +4, Wichita— 
Tulsa—Kansas City 0, St. Joseph —5, Topeka —1. Wholesale trade changes: 
Kansas City +7, Oklahoma City +3. Wheat crop better than last year; 
drought reduced corn to 25°% normal yield; recent rains improved remaining 
corn and pasturage. Farm prices low. Production and payrolls vary in com- 
parison with last year. Wichita aircraft manufacturing active. St. Joseph 
livestock receipts ahead of 1938. Oklahoma oil activity spotty. Collections 
steady. Aucust—Retail trade improved over last month and last year. 
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REGION 19: JUNE, 98.9 MAY, 98.7 JUNE 1938, go.6 
Juxe—Percentage department store sales changes from previous June: 
Washington +2, Richmond +10, Baltimore —1, Virginia State +10. 
Juty—Percentage retail trade increases over previous July: Baltimore—Norfolk 
42, Washington +7, Lynchburg-Bristol +3, Roanoke —2. Furniture 
sales ahead of last year. Percentage wholesale trade increases: Baltimore 2, 
Norfolk 8, Richmond 15, Ample rain; all crops in good condition. Tobacco 
acreage above last year’s amount. Prices fair to low. Payrolls and production 
steady to above last year. Shoe, overall, and cigarette manufacturing im- 
proved. Cotton goods production lower than last month but above last year. 
Avucust—Retail trade steady with last month and last year. 


REGION 19: JUNE, 106.2 MAY, 102.7. JUNE 1938, 92.1 
June—Percentage department store sales changes from previous June: 
North Carolina —1, South Carolina +19. JuLty—Percentage retail trade 
changes from previous July: Asheville —4, Winston-Salem 0, Charlotte +4, 
Columbia—Wilmington +2, Raleigh-Charleston +5, Greenville -++-16. Per- 
centage wholesale trade changes: Wilmington—Winston-Salem 0, Charleston 
+5. Tobacco crop in good condition; truck farming yield satisfactory. 
Cotton, tobacco, and truck farming prices generally low. Production and 
payrolls steady to improved in comparison with last year. Building permits 
increased. Tourist trade below normal due to infantile paralysis scare. Col- 
lections vary. Aucust—Retail trade volume increased 89% over 1938. 


REGION 20: JUNE, 110.3 MAY, 106.5 JUNE 1938, 91.5 
June—Percentage department store sales increases over previous June: 
Atlanta 13, Birmingham 23, Montgomery 27, Chattanooga 17, Nashville 8. 
Juty—Percentage retail trade increases over previous July: Atlanta—Mont- 
gomery—Knoxville 12, Columbus—Birmingham 15, Savannah—Nashville 10, 
Macon—Augusta 5, Mobile 0. Wholesale trade increases: Atlanta 15, Bir- 
mingham—Nashville 10. Cotton crop in good condition; corn and tobacco 
crops fair. Payrolls and production steady to improved compared with last 
year. Birmingham steel operations well ahead of last year. Augusta textiles 
improved. Collections steady. AtuGust—Steel operations continue at 84% 
ingot capacity, considerably ahead of national level. 


RECION 21: JUNE, 116.9 MAY, I1I.5* JUNE 1938, 103.0 
June—Florida department store sales 12°%% above previous June level. JuLy 
—Percentage retail trade increases over previous July: Jacksonville 3, Miami 
8, Tampa 15. Wholesale trade increases: Jacksonville 14, Tampa 10. Cen- 
tral and Southern crops out of season; scattered shipments of eggplants, 
peppers, and avocados from Jacksonville. Citrus crop in very good condition. 
Tobacco prices lower than in 1938. Production and payrolls steady to lower 
than year ago. Lumber and naval stores production steady with June. 
Jacksonville and Tampa cigar production improved. Increase in building 
activity. Collections steady. AuGust—Department store sales considerably 
below last month, well above last year. Cigar factories running at capacity. 

* Revised. 


REGION 22: JUNE, 105.2 MAY, 93.5 JUNE 1938, 77.7 
June—Percentage department store sales changes from previous June: 
Memphis +15, Little Rock +13, Fort Smith —6. Juty—Percentage retail 
trade changes from previous July: Memphis +5, Fort Smith +3, Little Rock 
+7. Memphis wholesale trade up 5% from last year. Crops generally good; 
cotton prospects favorable; other produce may be hurt by hot weather. Pay- 
rolls and production steady or better than last year. Chicago furniture mar- 
ket activity about 30% ahead of last year. Large glass firm reopened in Fort 
Smith. Collections steady compared to last month and last year. AuGust— 
Retail sales about 5% ahead of the corresponding period of last year. Whole- 
sale dry goods trade about even with activity at the same time in 1938. 


REGION 23: JUNE, I01.5 MAY, 98.4 JUNE 1938, 88.4 
June—New Orleans department store sales off 5% from previous June level. 
Juty—Percentage retail sales changes from previous July: New Orleans +10, 
Jackson +8, Meridian —10. New Orleans wholesale trade increased 10% 
over last year. Cotton and rice crops maturing in satisfactory condition, 
although cotton crop smaller than last year. Farm prices higher than a year 
ago. Oil production slower than corresponding period of 1938. Cotton gin- 
ning and rice threshing begun. Aucust—Department store sales show sharp 
drop from last month’s level, off 7°%% from level of last year. Wholesale trade 
increased 10%; future orders good. Southern pine mills report orders 


substantially lower than year ago. 
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REGION 24: JUNE, 107.8 MAY, 106.4 JUNE 1938, 99.5 
June—Percentage department store changes from previous June: Fort 
Worth +5, San Antonio —5, Dallas-Houston —1. JuLy-—Percentage retail 
trade changes from previous July: Dallas +-2, Fort Worth +7, Amarillo- 
Lubbock-San Antonio +5, Wichita Falls —10, El Paso—Shreveport —9, 
Waco-Houston +1, Galveston—Austin —5. Wholesale trade changes: Dallas 
+10, Houston +2, Shreveport +5, San Antonio —4. Northern crops satis- 
factory; Southern yields severely cut by drought. Farm prices slightly lower 
to even with 1938. Payrolls and production steady with year ago. Con- 
struction active. Oil industry slow. Collections steady to slow. Aucust— 


Department store sales increased 4°% over last year; textile bookings active. 


REGION 25: JUNE, 94.0 = MAY, 99.3 JUNE 1938, 87.5 
June—Department store sales in Denver increased 2° over previous June 
level. Juty—Denver—Albuquerque retail trade up 5°% from a year ago. 
Denver wholesale trade increased 2°% over last year’s comparative level; 
retail and wholesale estimates unchanged from last month. Fruit and grain 
crops, except rye and peaches, show poorest yield in several years; bean 
crops and range lands improved by rains. Production and payrolls steady 
to improved in comparison with the corresponding period of last year and 
last month. Railroad activity improved. Collections steady or better. 
Aucust—Retail sales improved 5% over last year and 2% over previous 
week. Alfalfa harvest in progress. Livestock in good condition. 


REGION 26: JUNE, 88.8 MAY, 98.1 JUNE 1938, 80.9 
June—Salt Lake City department store sales 1% below previous June level. 
Juty—Retail and wholesale sales advanced 5% over previous July level. 
Cleaning and pressing activity advanced 10°. Sales of lumber and building 
supplies increased 8°; furniture sales 15° above last year. Grain crops and 
range lands adversely affected by dry weather. Payrolls and production 
steady compared with last year’s level and above last month’s. Canning opera- 
tions begun. Metal mining improved slightly. Collections steady to slow 
compared with last month and last year. AuGust—Lumber and building 
material dealers report volume 10% ahead of last year. Electrical equipment 
orders 15% ahead of last year, largely due to replacement demand. 


REGION 27: JUNE, 85.0 MAY, 83.9 JUNE 1938, 76.4 
June—Percentage department store sales increases over previous June: 
Seattle 8, Spokane 0, Portland 4, Tacoma 16. JuLy—Percentage retail trade 
increases over previous July: Seattle 10, Spokane 3, Portland 8, Tacoma trade 
up slightly. Seattle motor car sales increased 74% over last year; smaller 
increases in sales of lumber, furniture, dry goods, and jewelry. Wholesale 
trade changes: Seattle —8, Portland +3. Wheat crop fairly good, fruit above 
average. Production and payrolls good compared with last year. Production 
of lumber, furniture, and cement up; carloadings and shipping increased. 
Decline in dairying activity. Salmon run late. Collections vary. Aucust— 
Retail sales gained 10% over last month. 


REGION 28: JUNE, 86.4 May, 87.0* JUNE 1938, 81.8 
JunE—Percentage department store sales changes from previous June: 
Oakland +5, San Francisco 0. Juty—Percentage retail sales changes from 
previous July: San Francisco +5, Sacramento —5, Fresno —10. Wholesale 
trade in San Francisco increased 4°% from last year’s level. Fruit in better con- 
dition than last year but prices low. Sugar beet acreage increased; drought 
continues in some areas. Production and payrolls vary in comparison with last 
year. Agricultural employment decreased. Canning industry operating at 
full capacity. Cement manufacture and shipbuilding active. Labor troubles 
in meat industry. Collections steady to slow. Aucust—Department store 


sales down 1% from year ago; wholesale volume increased. * Revised. 
REGION 29: JUNE, 86.1 May, 83.6 JUNE 1938, 81.9 


June—Percentage department store sales increases over previous June: 
Los Angeles 0, Arizona +3. JuLty—Percentage retail trade changes from 
previous July: Los Angeles 0, Phoenix o. Los Angeles wholesale trade up 
slightly from previous July. Orange prices lowest for any July in 25 years. 
Avocado shipments unusually heavy. Arizona water shortage serious with 
respect to cotton crop and range lands. Production and payrolls improved 
compared with year ago. Aircraft manufacturing, gasoline refining im- 
proved. Building activity slower. Motion picture production seasonally slow. 
Prolonged lumber yard strike settled. Collections steady or improved. 
Aucust—Retail trade steady with last week and last year. 
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INDUSTRIAL AND COMMERCIAL FAILURES 














: pa Dun’s INsoLvENcy INDEX t+ 
NuMBER OF FAILURES Current LiaBiLiries ** Torav LiaBi.ities ** tisansonn ayoeean 
1939 1938 1937 1939 1938 1937 1939 1938 1937 1939 1938 1937 1939 1938 1937 
Jane... . 264 4377 841 19,122 21,415 12,003 23,192 27,162 14,992 69.3. 76.2 47.7 56.3 62.0 38.8 
Feb.... 963 1,149 755 12,788 21,028 14,004 12,795 25,501 22,887 62.5 75.2 50.6 54.3 65.4 44.0 
Mar. ... 1,123 1,167 861 17,915 40,325, 22,591 18,228 80,373 78,878 58.1* 64.8 47.1 57.5" 64.2 47.1 
Apts... 1,540) 1,392 818 17,492 21,147 12,893 20,750 29,355 13,628 58.5* 65.1 48.3 56.8" 63.2 47.4 
May 1,322 1,893 875 14,757. 19,139 13,088 19,594 19,831 14,965 54.3" 59.8 47.6 53.8" 59.2 47.6 
June 952 (1,073 703 11,609 15,918 12,829 11,765 16,892 16,737 50.3" 64.1 41.1 §2.4* 67.5 43.3 
July 917 1,038 651 14,150 14,761 12,780 22,785 15,008 13,955 48.3 57-2 37.9 54.3 64.3 42.1 
Alig 5 i. 1O1Sl* 70 .+++ 16,382 14,950 +++ 17,252 19,473 53.8 39.7 63.3 46.7 
Sent..~ =. 866 584 14,341 9,818 15,183 11,308 51.6 35.2 61.4 41.9 
Oce « .. 997 815 13,219 14,079 16,960 15,381 54.7 45.2 59.4 49.1 
| Novi... 984 842 12,302 16,400 17,281 17,709 53-9 52.7 51.8 51.2 
| Dec. 875 1,009 36,528 27,818 54,736 36,963 56.7 58.0 56.1 58.0 
Total 12,836 9,490 246,505 183,253 335,534 276,876 61.1 45.9 
t Apparent annual failures per 10,000 enterprises. + For seasonal variation. * Revised. See text. 


| ** In thousands of dollars. 





ANALYZING THE RECORD OF INDUSTRIAL 
and COMMERCIAL FAILURES 


HERE were 917 industrial and 

commercial failures reported dur- 
ing the month of July, compared with 
952 in June and 1,038 in July, 1938. 
The decline from June was confined 
to small failures; larger failures in- 
creased in number, so that current 
liabilities rose from $11,609,000 to 
$14,150,000 and total liabilities from 
$11,765,000 to $22,785,000. A year ago 
current liabilities amounted to $14,- 
761,000 and total liabilities to $15,008,- 
000. 

The insolvency index, which corrects 
for the number of working days in a 
month and relates failures to the num- 
ber of concerns in business, reflected 
the July drop by declining from 50.3 
in June to 48.3. This decline was less 
than seasonal and the adjusted index 
rose from 52.4 to 54.3—the first rise in 
the adjusted index since March. 


Revision of the Index 


It has been evident for some months 
that the proportion of very small fail- 
ures has been steadily increasing. A 


A LESS THAN SEASONAL DROP IN JULY 


close scanning of the records leads us 
to believe that the cause lies in more 
complete reporting by the branch of- 
fices of certain types of failures, follow- 
ing the issuance of revised instructions 
toward the end of 1938 when the enact- 
ment of the Chandler Act made such 
a step necessary. The instructions did 
not change previous rules with regard 
to the reporting of any types of failure 
other than corporate reorganizations 
and arrangements, but apparently 
served to emphasize the fact that volun- 
tary discontinuances and small con- 
cerns forced out of business through 
foreclosure, attachments, executions, 
etc., should be reported as failures if 
loss to creditors ensued. 

An excess of these types of failures 
over the proportion that they bore to 
total failures in 1938 has appeared in 
the records since March, and as a result 
the current level of failures has ap- 
peared to be higher than it would have 
been on a strictly comparable basis. It 
has therefore been decided to eliminate 
from the record, for the purpose of 
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computing the insolvency index, the 
excess, which can be attributed to the 
use of the more exact definition. This 
amounted to 66 failures in March, 76 in 
April, 94 in May, 105 in June, and 32 
in July. 

The elimination of these failures 
lowered the insolvency index from 3.6 
points in March to 6.2 points in June. 
The July index is only 1.9 points lower 
than if it were based on the full number 
of failures reported. 

The additional small failures have 
not as yet been eliminated from any of 
the tables. Since these types of failures 
have always been reported from the 
field to some extent, with the exception 
of New York City, there is no reason 
to believe that the excess is not well 
distributed industrially and geographi- 
cally, although proportionately the 
greatest number would come from the 
large cities, particularly Chicago and 
Philadelphia. If it can be determined 
which are the failures that make up the 
excess they will be eliminated from all 
the failure tables in the next issue. 
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All failures taken out will be thrown 
back into the record beginning with 
January, 1940, when an overlap can be 
provided. At that time additional 
New York City failures of these types 
now being held out will be added to 
the record. 

The effect of eliminating the addi- 
tional failures from the small size group 
can be easily measured in advance. 
Instead of increasing in number over 
those in the second size group since 
March, as the diagram now shows, the 
number of very small failures would 
have continued to run somewhat below 
those in the other group, and their pro- 
portion to the whole would have re- 
mained between 41 and 43 per cent, 
instead of rising as high as 49 per cent 
in June. 


July Failure Record 


Most of the July decline occurred in 
the two minor groups, construction and 
commercial service, in both of which 
failures dropped very sharply. Whole- 
sale and retail trade failures were prac- 
tically unchanged at June levels and 
manufacturing failures increased 13 per 
cent, from 166 to 188. In three years 
out of the six since 1934 manufacturing 
failures showed an increase instead of 
a decrease in July. 

The levels of all main industry 
groups were well below those of a year 





ago. 
INpustRY July July Per Cent 
Group 1939 1938 Change 
Manufacturing . 188 210 ata 
Wholesale Trade g2 103 —II 
Retail Trade . . 574 629 we 
Construction 37 45 18 
Commercial Service 26 51 —49 
Total 5. O17 1,038 —12 


The current manufacturing rise was 
well distributed, with only three lines 
—chemicals, leather, and iron and steel 
—reporting fewer failures than in June. 
In retail trade most individual lines 
experienced fewer failures than in June, 
as was seasonally natural, but a notice- 
able jump in apparel! shop failures can- 
celled the decreases. The big drop in 
commercial service failures was spread 
through al] service lines, but was most 





MONTHLY TREND OF THE INSOLVENCY INDEX 
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FAILURES BY INDUSTRIAL GROUPS 


(The Vertical Scale is Logarithmic) 
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apparent in trucking companies and 
barber shops, lines in which failures 
were in excess of normal last month. 

As noted before, small failures with 
liabilities under $25,000 decreased in 
July, while the larger failures increased: 
those with liabilities between $25,000 
and $100,000 from g2 in June to 104, 
and those with debts of $100,000 or 
more from 14 to 18. 

It is worthy of note that at this time 
of the year failures among retailers of 
substantial size should increase from 
24 to 42. The entire group of failures 
with liabilities between $25,000 and 
$100,000 accounted for 11.4 per cent of 
all failures, which was the highest pro- 
portion this group has reached since 
June, 1928, when it comprised 11.8 per 
cent to the total. 


Sizt ov Liarn bs July July Per Cent 
1939 1938 Change 
Under $5,00¢ we 413 415 
$5,000-$25,000 .... 382 506 —25 
$25,000-$100,000 .. 104 106 =o 
$100,000-$1,000,000 15 II +64 
$1,000,000 and over 3 


Total 917 —-1,038 —I2 


Failures in the Chicago, Minneapolis, 
Kansas City, and Dallas Federal Re- 
serve Districts followed the seasonal 
downward course in July, but in the 
New York, Philadelphia, Richmond, 
and San Francisco districts there was 
little change from the numbers re- 
ported in June, and in the Boston, 
Cleveland, St. Louis, and Atlanta dis- 
tricts failures were noticeably up. 

Many of the big cities failed to report 
any drop in July failures, and in New 
York City, the largest of them all, and 
a city which is not affected in any way 
by the problem of additional cases, fail- 
ures increased 10 per cent. 


FEDERAL RESERV: Jan.-July  Jan.-July Per Cent 
Distric 1939 Change 

St. Louis 236 —28 
Boston 576 —26 
Cleveland 529 —I2 
New York 065 : —is 
San Francisco 2 hy 
Chicago . : : “= 
Minneapolis sr 
Richmond 3 an 
Atlanta { 
Kansas City 
Philadelphia 


Dallas 


Total 7.480 8.099 
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Faitures By Divisions or INpustry—JULY, 1939 AND 1938 
(Current liabilities in thousands of dollars) 


Liabilities 





-——Number 
July June July July June July 
1939 1939 1938 1939 1939 1938 


Torat Unirep STATeEs 14,150 11,609 =-14,701 


6,702 4,468 5,957 


MANUFACTURING (total) 


2,368 1,057 2,743 
1,130 1,147 ggI 
212 215 389 
260 216 293 

32 97 100 
1,017 341 
453 199 
263 79 
313 
276 
45 
483 


Foods .... 

Textiles ‘ 

Forest Products 

Paper, Printing and Publishing 
Chemicals and Drugs 

| 527 Cee ae earn 

Leather and Leather Products 
Stone, Clay, Glass and Products 
Iron and Steel 

Machinery 

Transportation E :quipment 

All Other } : 
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Wuo.esaLe TRapeE (total) 2,069 


S10 
43 
42 
59 

199 

125 

168 
89 

534 


Farm Products, Foods, Groceries 
Clothing and Furnishings 

Dry Goods and Textiles 

Lumber, Building Materials, | lardware 
Chemicals and Drugs 

Fuels 

Automotive Products 

Supply Houses 

All Other... 
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Revait Trape (total) 4,686 


950 
276 
174 
151 
249 
252 
400 
629 
302 


Foods 

Farm Supplies, Ge neral Stores 

General Merchandise 

Apparel . 

Furniture, Houschold Furnishings 
Lumber, Building Materials, Hardware 
Automotive Products 5 
Restaurants . . 

Drugs 

All Other 
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ConstTRUCTION (total) 





General Contractors 
Carpenters and Builders 
Building Sub-contractors 
Other Contractors 


CoMMERCIAL SERVICE (total) 


Cleaners and Dyers, Tailors 
Haulage, Buses, Taxis, etc. 
Hotels " ; 
Laundries 

Undertakers 


All Other. . 


were somewhat under the $826,000 re- 

Canadian Failures ported a year ago, The increase over 

Failures in July rose to 93 from 83 in June occurred in retail trade and en- 
June and 72 in July, 1938. Liabilities tirely within the larger cities. 

to the amount of $756,000 were in ex- icais: nc nie’ Selgbeiasicas tanigal sal anepeneiial 


£ ls Pe ee more detailed failure statistics by States, large cities, in 
cess of June liabilities of $514,000, but daagal auc, and size of liabilities. 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 


More detailed figures appear in “Dun’s Statistica, Review” 


Building Permit Values—215 Cities 


Geographical 
Groups: 
New England . 
Middle Atlantic 
South Atlantic.... 


East Central 


South Central... .... 
West Central. ..... 
Mountain ....... 
RRMA Ss. ins enw < 


Mate) WS. Be cs 


New York City,.... 


Outside N. Y. C... 


July 


1939 


July 
19358 


$8,097,402 $5,072,926 


26,867,974 
-* 12,243,150 
.. 21,315,897 
11,210,553 
» 5,300,726 
= 2,604,066 
-. 15,104,671 


82,825,033 
3,566,323 
16,561,129 
7;920,962 
4,001,145 
1,439,388 
14,356,658 





. -$102,750,445 $1 


910,349,395 
.. $86,401,050 $ 


40,803,564 


$72,966,921 


67,836,643 








Change June Change 

P. Cx. 1939 P. Cr. 
+ 59.0 $5,634,780 + 43:7 
— 67.6 37,032,363 — 29.4 
+ 42.9 13,047,785 — 6.2 
+ 28.7 24,998,187 — 14.7 
+ 41.5 10,552,508 + 6.2 
+ 30.7 9,631,151 — 449 
+ 81.0 2,452,827 + 6.2 
+ 5.2 17,562,645 — 14.0 
— 27.0 ‘$120,9%2,252 — 15.0 
— 77.6 $21,627,830 — 24.4 
+ 27.4 $99,284,422 — 13.0 


Bank Clearings—22 U. S§. Cittes 


{Milhons of dollars) 




















Monthly — Daily Average ————, 
1939 1938 1937 1939 1938 1937 
January ...... 23,187 21,798 27,22 927.5 871.9 — 1,089.0 
February ..... 19,711 17,584 23,720 896.0 799.2 1,078.1 
eee 24,995 22,822 29,412 925-7 845.3 1,089.3 
April 21,798 21,667 26,086 871.9 833.4 1,003.3 
ou ee 22,188 20,169 23,951 853.4 806.8 958.0 
SRD oc os S eos 23,022 23,959 25,903 885.5 921.5 996.3 
[ae eee 21,386 21,624 26,015 855.4 865.0 1,000.6 
RII ORS cote “nde ok 19,716 22,260 atemecs 730.2 856.2 
PONOOERT oa49. adaed 21,733 24,076 869.3 963.0 
ne ee ee 24,011 24,668 960.4 086.7 
November .... 3 ccece 21,637 21,796 940.7 947-6 
December rae 27,697 25,805 1,065.3 992.5 
a aceon) an as 264,417 300,918 8758 996.7 
Bank Clearings for Individual Cities (000 omitted) 
July July Change June 
1939 1938 Pct. 1939 

OMI ed gitspe aia $921,774 $883,259 + 44 $911,092 
Philadelphia .......... 1,562,000 1,466,000 + 6.5 1,729,000 
Buffalo ghia gata e lee 130,465 125,246 + 4.2 145,649 
a) 491,832 449,388 t+ 94 489,83 3 
id ce oe 409,440 355,992 + 15.0 410,077 
eT 245,298 226,716 + 8.2 247,220 
Baltimore ............ 290,237 266,252 + 9.0 305,300 
re re 167,722 146,329 + 14.6 166,493 
“CL, ag ge ae 238,500 204,700 + 16.5 232,515 
New Orleans.......... 163,745 138,903 + 17.9 156,927 
Chicago wales ois 1,230,042 1,198,774 + 2.6 1,349,196 
MMR Sensis Niviiisavo.4 400,879 338,291 + 18.5 396,945 
a ON ee ane eee 369,581 338,508 + 9.2 387,056 
RORIWNSURS pc c:5 vee a\eisvgus 144,759 129,421 + 11.9 143,361 
Minneapolis .......... 281,076 274,592 + 2. 298,706 
Se ae 458,083 426,683 + 7.4 390,089 
SM oe 5 iis Si wis a lnws< 128,332 124,721 + 2.9 125,371 
Lo Sen ee 223,454 197,695 + 13.0 223,612 
San Francisco 593,985 598,201 — o7 576,839 
POMROG ONE, 6 ice ess 129,969 122,253 + 6.3 128,866 
Seattle 152,687 143,615 + 6.3 151,865 
Total 21 Cities $8,733,862 $8,155,539 + 71 $8,964,978 
New York $12,651,653 $13,468,737 — 61 $14,057,293 
Total 22 Cities $21,385,515 21,624,276 — Li $23,022,271 





Dun & Bradstreet 


Weekly Food Price Index 





The index represents the sum total of the 


wholesale price per pound of 31 commodi- 


ties in general use. 


Weeks: 1939 1938 





Aug. 22.. $2.14 $2.42 $2.87 $2.82 
Aug. 15.. 2.13 241 2.90 2.85 
Aug. 8.. 2.15 2.44 2.90 2.82 
AMS. E:.; 257 2.46 2.90 2.84 
July 25.. 214 247 288 2.77 
July 18.. 2.14 2.46 2.88 2.46 
july tr... 2.16 2.46 2.90 2.74 
fuly 4.... 247 240 290 2.76 
Hicu Low 
1939.. $2.34 Mar. 7 $2.13 Aug. 15 
1938. . $2.53 Jan. 4 $2.34 May 10 
1937.. $3.01 Mar. 16 $2.56 Dec. 28 
Dun &G Bradstreet 
Daily Weighted Price Index 
30 Basic Commodities 
(1930-1932 = 100) 
= — 989. 
Aug. July June’ = May 
I EO2Z:65 >: : 107.07 104.77 
2 102.90 } . 106.97 105.02 
3 102.56 104.91 *.... 105.10 
4 1o2.44- ™ > Paco. BOS a4 
eee s 104.80 106.82 105.82 
6 } 104.86 106.62 106.01 
= | 102.42 104.57 106.83 + .. 
8 loza1° 106.77 105.99 
9 rem-45) °F 106.75 106.61 
10 102.22. 105-07 °~ : : 106.70 
II 102.3% T0308 Tics 1O7-aA 
12 2 . 103.48 106.36 107.44 
13 i) 103.31 106.35 107.39 
14 102.29 103.09 106.41 1.... 
15 102.24 * : 106.09 106.61 
16 . 102.14 -+.... 106.04 106.64 
17 102.37 102.76 * 106.67 
18 102.55 102.76 + - 107.03 
19 103.20 105.85 106.89 
20 } 102.20 105.38 106.96 
21 102.91 102.2 EOG.99 [F.42-<0% 
22 102.97 * 105.21 106.64 
23 103.20 + : 105.27. 106.72 
24 . 2Or.40 * .... 407206 
25 fOr.62 T.... 20750 
206.. 102.34 105.03 108.02 
Ps a 102.63 105.39 107.71 
>) 102.71 105.46 4 
29 - «> BROSZE 207.68 
30 t ROBOT 7 <.. 
31 103.16 107.35 
t Sunday. * Markets closed. 
Hicu Low 


1939.. 108.02 May 26 
1938 117.06 Jan. 10 
1937 158.26 Apr. 5 
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102.43 June 
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THROUGH THE STATISTICIAN’S EYES 





ODD AND INTERESTING ITEMS FROM THE MONTH'S RECORD 


Sales in Independent Stores 


PER CENT CHANGE 
10 20 


inns oF stores  —!0 


4 rn 4 1 4 





MOTOR VEHICLE 
HOUSEHOLD APPLIANCE 
FURNITURE 

FAMILY CLOTHING 

DRY GOODS 

DRUG 


SHOE 





GROCERY 





PERCENTAGE CHANGES IN THE RETAIL SALES OF SEVERAL VARIETIES O} 
INDEPENDENT StTorEsS—June 1938 to June 1939—U. S. Department of 
Commerce—Practically all of the different kinds of independent stores 
in twenty-eight States reported increases in sales between June, 1938, and 


fune, 1939. motor velucle dealers shawed the largest gain, while grocery 


stores (60th with and without meats) registered a small decline. 


Tue votume of retail trade in June, 1939, was well ahead 
of June, 1933, according to a summary of retail sales in 
21,649 independent stores in twenty-eight States which was 
issued recently by the U. S. Department of Commerce. 
The summary integrates the individual reports which 
customarily appear each month, and shows the total vol- 
ume of retail sales and the percentage change from year to 
year by city size groups, by States, and by kinds of business. 

According to the June announcement, dollar sales of 
independent retail stores were off 5.4 per cent from May, 
but were 8.9 per cent higher than last June. The year-to- 
year changes varied considerably among different kinds of 
businesses. Motor vehicle dealers reported an increase of 
31 per cent over June, 1938, while sales in household ap- 
pliance and furniture stores gained 27 and 12.4 per cent, 
respectively. Better-than-average increases also occurred in 
heating and plumbing shops, family clothing stores, jew- 
elry stores, and among lumber and building material 
dealers. 

The only decreases in dollar sales were reported by com- 
bination grocery and meat stores and by grocery stores 
(without meats), but even here the decreases averaged less 
than 2 per cent. Comparatively small increases of 2 per 
cent or less occurred among general stores, filling stations, 
florists, restaurants, and beer and liquor stores. 

Gains in sales as compared with a year ago were re- 
corded in all population groups. Cities of 50,000 to 100,000 
population showed the largest gain, 10.9 per cent, over last 
June, while cities of over 100,000 averaged a 9.6 per cent 
increase, and areas with a population of less than 2,500 
showed a sales rise of 4.1 per cent. 


Farm Real Estate 
Durine the twelve months ended March 1, 1939, the 


value of farm real estate showed a slight decline for the 
first time in six years, according to the U. S. Bureau of 
Agricultural Economics, On that date, the index of farm 
real estate values for the country as a whole was 84 per 
cent of the 1912-1914 level, as compared with 85 per cent 
in both 1937 and 1938. The chief factors in the decline 
were said to be the lower prices for farm products and the 
consequent reduction in farm income. The upward trend 
of farm taxes and extensive farm real estate holdings of 
financing institutions were also considered to be contribut- 
ing factors. 

Most sections of the country showed smal) declines from 
the 1938 level, according to preliminary figures, in line 
with the general average. The South Atlantic and Moun- 
tain areas, however, showed no change in their indexes, and 
real estate values advanced in the East South Central terri- 
tory, marking the sixth consecutive year of increase in that 
group of States. 

All parts of the country showed large declines in the 
value of farm real estate in comparison with the level of the 
early “twenties. Since 1933, however, all sections except 
New England have improved considerably in this regard. 
Present levels are more than 30 per cent above 1933 in the 
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Inpexes OF Farm Rear Estate VALues IN THE UNITED STaTES—1920- 
1939—1912-1914——100—U. S. Department of Agriculture—The value of 
ali farm lands, including improvements, declined markedly between 1920 


and 1933; from 1933 forward, the trend has been steadily upward until 
the current year, when a slight setback occurred. 


East South Central and South Atlantic groups, to to 25 per 
cent above in the East North Central, West South Central, 
and Pacific States, and 5 to 10 per cent higher in the Middle 
Atlantic, Mountain, and West North Central sections. 
The New England, South Atlantic, East South Central, 
and Pacific areas in 1939 reported values for all farm lands 
and improvements higher than the pre-war base. 
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WHAT'S NEW 


Crust—To keep the staff of life from 
growing moldy, chemical research has 
developed Mycoban, a product which 
delays the formation of mold on many 
common foodstuffs. The use of Myco- 
ban maintains the fresh bloom of youth 
on a loaf of bread anywhere from two 
to fourteen days under even the worst 
Summer conditions. 

Basically, the new mold-deterrent is 
an acid which occurs naturally as the 
result of bacterial action in the lac- 
tic acid of milk. Butter, buttermilk, 
acidophilus milk, and cheese all have 
it in minute amounts. In most cheeses 
however, the amount of this anti-mold, 
called propionic acid, is so small that 
mold growths have a gala time. 

The stronger the concentration of 
propionic acid, or Mycoban, the longer 
it is before the mold family moves in. 
E. I. du Pont de Nemours & Company, 
which developed it, suggests amounts 
of from 0.1 per cent to 0.3 per cent, 
and gleefully lists butter, cheeses, cakes, 
pies, and jellies as some of the tooth- 
some places where Mycoban should be. 


Airflex—aA clutch with a rubber sur- 
face, designed on the same squeegee 
tread principle which is used for auto- 
mobile tires has been undergoing tests 
in such places as the Diesel engine of a 
Mississippi River towboat, and on oil 
well rigs. The narrow rubber ridges of 
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the clutch surface squirm into serpen- 
tine form under pressure, doubling the 
friction co-efficient. 

An affiliate of the General Tire and 
Rubber Company, Fawick General 
Company is introducing expanding 
and constricting models of the clutch 
under the trade name “Airflex.” 


Expanded—Five expansions in five 
years is the record of Monarch Tool 
Company, Sidney, Ohio, which now 
employs twice as many men as in 1929. 
The fifth expansion was a new factory 
and office building, recently opened. 

Monarch’s idea for a proper “factory- 
warming” was to hold open house. 
Management personalized intricate 
manufacturing operations for 10,000 
visitors by placarding each machine 
with the name of its operator. 

In the lathe manufacturing division 
of the plant, Monarch has introduced 
spray painting facilities which remove 
the usual fire hazard and danger from 
paint fumes. Painters work without 
booths, spray lathes which lie on the 
floor, over a grating. Air is constantly 
being sucked out through this grating, 
paint spray and fumes going with it. 

Below the floor grate is a large tank, 
where a cascade of chemically treated 
water precipitates solids in the paint 
spray, transforming them into a rub- 
bery substance which sinks. 


Orrice Furniture—Designed for the modern building of S.C. Johnson and Son, Inc., 
Racine, Wis., by architect Frank Lloyd Wright; made by Metal Office Furniture Com- 
pany, Grand Rapids, Mich., using \Velmo fabric upholstery from L. C. Chase & Company, 
Sanford, Mc. Office desks have three levels; chairs, three legs and movable lacks. 
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PRINTING CALCULATOR—A new Remington Rand caley 
does automatic direct division, multiplies, adds, su 
printing a proof and record of factors in all calcul 


Matches—People who try to strike 
book matches are frequently surprised 
these days. That little sandy band 
isn’t always on the front, just below 
the flap, where life-time habit says it 
should be. About a year ago it slid 
around to the rear of the match book, 
where there’s little chance anyone 
striking a light without closing the 
flap could fire all the unused matches. 

For so simple a change the effect is 
startling—somewhat as if a postage 
stamp said “stop!” when you licked the 
back of George Washington’s neck. 

The idea of putting scratch bands on 
back of match books was brought up 25 
years ago, but never became popular. 
Manufacturers who haven’t taken up 
the revived back-strike idea are con- 
vinced people will light their matches 
on back of the book without turning 
it over to see the band. Striking a 
match carelessly on the underside of the 
book creates the danger that finger 
tips of the hand holding the match 
book could be burned. That, at least, 
is opposing opinion on the subject. 

Meanwhile, in a comparatively few 
ten cent stores, monogrammed match 
books with the scratch band at the flat- 
tened, bottom end of the book are 
being sold as bridge party accessories. 
Sales are a test campaign to see if the 
public will pay for its book matches 
when they can get the other kinds free 
at an advertiser’s expense. 


Addresses—Letterheads of Van 
Auken-Ragland, Inc., help the conven- 
tional address with “at Madison Street.” 
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Foundation of America’s Greatest New Industry 





@ Through planned reforestation, the Gulf South perpetuates its vast 
timber supply. Southern timber grows rapidly—is easily logged to nearby 
markets. Across the Gulf South map stretch some hundreds of millions of 
dollars worth of pulp and paper mills. Millions of forest acres await the 
continued influx of the pulp and paper industry. 

Transportation in the Gulf South—by rail, water, highway and air— 
leads to new nearby markets in Mexico and Latin America—and covers the 
big local markets. The Gulf South offers a mild climate . . . moderate living 
costs .. . good schools . . . reliable, intelligent, white labor . . . plenty of 
land . . . low taxes (ten years’ remission in certain areas!), 

Industry is decentralizing southward to a friendlier atmosphere. Move to 


the Gulf South, where you are wanted and appreciated by your neighbors! 


For information on GULF SOUTH opportunities write to 
INDUSTRIAL DEVELOPMENT DEPARTMENT 


UNITED GAS 


PIPE LINE COMPANY 





* 


The 





Invites 


Industry 
* 





FOR TEXAS, Mail received at: Beaumont, Beeville, Dallas, Fort Worth, Houston, Longview, San Antonio 
and Wichita Falls. FOR LOUISIANA, Mail received at: Baton Rouge, Lake Charles, Monroe and 
Shreveport. FOR MISSISSIPPI, FLORIDA and ALABAMA, Mail received at: Jackson, Mississippi. 


ALL INQUIRIES CONSIDERED CONFIDENTIAL 
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SSURED that OPEN ACCOUNT FINANCING was the 
easiest and soundest way to finance their business without 
increasing their capital investment, MAJOR MILLS, Inc.,* elimi- 
nated one stubborn problem by a simple change in method. 


They changed from the Notice to Customers to the ‘““NON- 
NOTIFICATION” Plan. Customers had objected to having a third 
party in every transaction—an outsider supervising credits, and 
making collections. Continuance of the former plan threatened 
the loss of some desirable accounts. 


Investigation of our ‘““NON-NOTIFICATION”’ Plan quickly 
led to its acceptance. 


It restored to MAJOR MILLS, Inc. its proper function of 
passing on credits to customers. 


It re-established the routine of having customers make direct 
payments on usual terms. 


It eliminated red-tape, complications and delays. It eliminated 
outside interference with the operations of their business. 


It enabled our client to expand through new outlets. By the end 
of the first year MAJOR MILLS, Inc. was able to show an increase 
in volume from an annual rate of $585,000 to better than $1,000,000. 


* * * * 


Frequently we are able to show how concerns can multiply the 
working power of present capital and finance substantially in- 
creased sales without adding to capital investment or negotiating 
time loans. Our booklet “CAPITAL AT WORK” explains. 
Let us send you a copy. Write to Dept. “‘DR.’’ No obligation. 


*A fictitious name, but the facts and figures, taken from our records, can be certified. 


COMMERCIAL CREDIT COMPANY 


“Non-Nofification’’ Open Account Financing 


BALTIMORE 


SAN FRANCISCO 


PORTLAND, OPE. 





CAPITAL AND SURPLUS MORE THAN $65,000,000 
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MID-YEAR 
INVENTORIES 


(Continued from page 13) 


the summer seasonal drop in auto- 
mobile makers’ inventories brings them 
well below that bench-mark. 

In the manufacturing field, the sur- 
vey returns show a consistent tendency 
for a larger proportion of the big manu- 
facturers to be reducing inventories 
than is common among small manu- 
facturing outfits. 

A three and one-half year review of 
inventories held by various important 
manufacturing industries has been con- 
verted to index form and charted (chart 
V). The pattern is strikingly different 


from the usual pattern of inventory 


' trends among wholesale and retail 
| trades. A much sharper peak at the 


beginning of 1938 is followed by a 
much more rapid descent from the 
dizzy summit. With the exception 


| of the automobile industry, most of 


the industries producing heavy, durable 
goods followed about the same pattern 
of inventory trend. 


Survey’s Application 


From the discussions of inventory 
problems and inventory control de- 
livered by business men and manage- 
ment engineers at various conventions, 
it would appear that he who would 
control an inventory must be as wise 
as a serpent, as industrious as a beaver, 
and as well-informed as a buzzard. 

First, he must establish in terms of 


| basic policy the minimum inventory 
| of specific lines or products necessary 





to serve customers satisfactorily in all 
reasonable contingencies and the maxi- 
mum which it is safe and convenient 
to carry in relation to the sales flow and 
other current circumstances. Secondly, 
he must keep records which will tell 
promptly when the stock of any specific 
item steps outside these limits. Thirdly, 
he must be possessed of a mixture of 
unbiased judgment and current news 
which will enable him to distinguish 
between sound purchasing require- 
ments and rationalized speculation. 
Certainly no research worker's fig- 
ures on the trend of inventories can 
provide any business man with the 
records or the judgment necessary to 
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Presenting machines, methods and equipment designed to 
expedite office procedure, control expenditures and in every 
way to aid Business in meeting today’s challenge. 


Fairchild 
Aerial 
Surveys, Inc. 








36th Annual NATIONAL BUSINESS SHOW at the 


NAVY PIER, CHICAGO 
OCTOBER 23rd to 27th, inclusive, 1939 
* 


NATIONAL BUSINESS SHOW COMPANY 


Frank E. Tupper, President Edwin O. Tupper, Secretary 





New York—50 Church Street Telephone—Cortland 7-1392 


Chicago—1214 Grant Street, Evanston, Illinois 
C, H. Hunter, Manager Telephone—Greenleaf 0125 
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Castles 


that CRUMBLE 


eel like castles, may be carefully and 
strongly built but, like neglected castles, may 
crumble for failure to leave their disposition in the 
hands of one adequately bonded by a responsible 
corporate surety. 

Some estates crumble through the faithlessness 
of the fiduciary administering them. More often 
they dwindle through well intentioned failure to 
comply fully with legal requirements. The super- 
vision exercised by an experienced corporate surety 
often helps keep estates intact. If estates do suffer 
loss legally chargeable against the fiduciary, resto- 
ration is made by the surety. 

AMERICAN SuRETY and New York Casuatty Com- 
PaNiEs Offer many years’ experience in fiduciary 
matters plus financial strength and prompt, intelli- 
gent service. 


AMERIC 


N SURETY 


COMPANY 
NEW YORK CASUALTY 
COMPANY 


HOME OFFICES:. NEW YORK 
Both Companies write Fidelity, Forgery and Surety Bonds and Casualty Insurance 











REACHING CHIEF EXECUTIVES OF LARGE CORPORATIONS 


Dun’s Review provides direct approach to the chief executives of large corporations. 


With a circulation of 50,000, more than 30,000 are officers of their companies; of these 
20,283 are presidents. 

57.2% of the companies are manufacturers; 26.49% are wholesalers; 9.3°% are banks, 
financial, insurance companies. 

42.3% of the circulation is in companies rated over $125,000, offering exceptional 


coverage of the active concerns with substantial purchasing power. 


























JUDGMENT of new issues, preliminary to 
purchase and subsequent recommendation to clients, is the 
responsibility of our Corporation and Municipal Buying Depart- 
ments. The training and experience of members of these divisions 
is suggested by their service records with this organization. The 
average period of service of over a third of the personnel of these 
divisions is 22 years and that of the entire group almost 14 years. 


CHICAGO, 201 SO. LA SALLE STREET + NEW YORK, 35 WALL STREET 
AND OTHER PRINCIPAL CITIES 


HALSEY, STUART & CO. Inc. 
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fulfill these functions, and this survey 
is not made at frequent enough in- 
tervals to serve as a current news source. 
It does serve to show the business man 
that his colleagues and competitors 
have been more cautious in the past year 
than they were during the late, abortive 
prosperity. No highway surveyor ever 
projected the center line of the next 
section of road without taking a hind- 
sight with his transit down the center 
of the road already laid out. 


HOW DID BIG 
BUSINESS GET BIG? 


(Continued from page 26) 


if one can battle past the prejudices now 
attaching to the term, he may be will- 
ing to acknowledge an occasional 
glint of even brilliance in some of the 
shrewder integrations. 

But after all we have had only two 
great waves of mergers, that running 
from about 1897 to 1903—which pre- 
ceded the period over which Dr. Means 
measured the growth of concentra- 
tion—and the more recent tidal wave 
which put its stamp on the last half 
of the decade of the Twenties. Dr. 
Rufus Tucker, contributing to a sym- 
posium conducted by the National In- 
dustrial Conference Board, stated that 
“,.. nearly all the giants that repre- 
sent the merger of previously compet- 
ing concerns originated during stock 
market booms, especially in 1899, 1g01- 
1903, 1906, 1920, and 1927-1929.”"° 

At the present time, by virtue of stock 
market apathy, governmental hostility, 
and a cyclical recovery of perspective 
in business itself, the latest movement 
is generally regarded as being largely 
spent. Nevertheless, the Federal Trade 
Commission felt that in the official ac- 
tions it had been obliged to take since 
so recent a date as 1930, it had grounds 
for painting an alarming picture for 
the edification of the Temporary 
National Economic Committee.”* Its 
principal concern at the moment hap- 
pened to be over stock acquisitions, 
usually involving the absorption of 
relatively small companies by very large 
companies, which it felt had been put 


22 “The Growth of Large Corporations and the Forma- 
tion of Capital,’ Capital Formation and Its Elements, 
National Industrial Conference Board, Inc., 1939. 

13 “Report of Federal Trade Commission to the Tem- 
porary National Economic Committee. Re: Monopolistic 
Practice in Industries,’’ Exhibit No. 308, March 30, 1939. 
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beyond its official reach by judicial con- | 


struction of Section 7 of the Clayton 
Act. The 121 instances of such acqui- 


sition that it reported to the Committee | 


combined total assets in the acquiring 
companies of approximately $8,000,000,- 


ooo and in the acquired companies of 


$600,000,000. 

It should be made part of the record 
perhaps that mergers occur among 
every class, size, and condition of con- 
cern, not merely giants. From a simple 
numerical standpoint, more small and 
middle-sized concerns are ordinarily in- 
volved than large ones. But when 
small concerns merge they do nothing 
to the statistics on concentration. 





United or single, they remain a name- , 


less part of the “all corporations” uni- 
verse, with which “giants,” a race apart 
within the same universe, are habitu- 
ally compared. 


New Mood 


It should also be noted, however, 
that here and there are signs of a 
counter wave of more careful cost and 
engineering analyses of the true sources 
of profit and loss in some of our modern 
far-flung empires, thus establishing at 
least the basis for a trend reversal. The 


recent much-talked-of articles in the | 
on the probable | 


magazine Fortune™ 
benefits to business of unwinding itself, 
are illustrative of a new mood of in- 
quiry that seems to attract many more 
executives and to offend fewer than 
would have been possible before 1930. 

The generality which all this leaves 
us is that whenever business has gotten 
into a merging frenzy, for good or bad 
reasons, concentration has increased. 
At least statistical injury is thereby done 
not only to the general mass of corpora- 





tions but also to the great body of pro- | 


gressive non-giants who may hold one 
of the keys to our future. It is plain 
from Dr. Means’ figures that the rate 
of increase in concentration was noth- 
ing less than spectacular through the 
years 1925 to 1929. In fact, it dominated 
his whole table. This spasm was fed 


by mergers and heavy financing, which , 


are in some degree, of course, overlap- 
ping. 

Many observers therefore see as one 
of the principal modern issues that of 
finding a serum to control the merger 
bug. A more practical phrasing of their 
objective might be to require more spe- 
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One of the significant current trends in financing is the rapid acceptance 
of Field Warehousing. It’s so logical to raise needed capital by releasing 
money tied up in inventory ONE WORD of CAUTION: Look for 
experience and stability in your Field Warehousing connection. Douglas- 
Guardian facilities have been expanded soundly and conservatively to 
meet the increasing demand for our Service. We measure up. 


EXPERIE NC E The heads of our company have had over 


16 years’ experience. We have grown as 
the Field Warehousing idea has taken hold. 


REPUTATION We refer you to the banks and businesses 
who use our service. We hold our old 


customers, and constantly make new. 


AVAILABILITY Through 15 strategically located offices, we 


render a nation-wide service. We go every- 
where for business, so why experiment or take chances. 


We would welcome the opportunity to present the proof that our 
qualifications measure up, and go into details concerning your specific 
need for money and how readily you can get it by using inventory as 
collateral, through Field Warehousing by Douglas-Guardian. 


Ft =e 
I ! 
! Douglas-Guardian Warehouse Corp. | 
100 W. Monroe St., Chicago : 
{Please send us your booklet “Financing the Modern Way” 
I 
l I 
I | 
I 1 
I | 
| I 
| | 
I | 
! 
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DOUGLAS-GUARDIAN WAREHOUSE CORP. 
Nation-Wide Field Warehousing Service 
100 West Monroe St., Chicago, Ill. 118 North Front St., New Orleans, La. 
Regional Service Offices at 


New York, N. Y. Rochester, N. Y. Easton, Md. Los Angeles, Cal. Cincinnati, O. 
Cleveland, O. Portland, Ore. San Francisco, Cal. Memphis, Tenn. Dallas, Tex. 
Springfield, Mo. Atlanta, Ga. Tampa, Fla. 
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LOST wunete 
Important business records are con- 


tinually being “lost in the jungle” 
of conventional files! 


WEETS 


STOP THIS IN YOUR OFFICE! 


Bind your records with Acco 
Fasteners for definite security and 
immediate availability. 


Write for particulars. 





ACCO PRODUCTS, INC. 


39th Avenue & 24th Street 
Long Island City, N. Y. 








cific proofs of public advantage on a 
case-by-case basis. The formulation of 
such standards has been urged by varie- 
gated groups ranging from academic 
reformers to the United States Cham- 
ber of Commerce, and the coincidence 
does not lose all value merely because 
the different groups may be moving 
from different motives and concepts. 
Most advocates of such an approach 
could not be held unconcerned over the 
threats of monopoly or of further abuses 
of corporate power. They would 
merely be deciding that in mergers and 
in reckless financing, a major risk of 
undue aggrandizement lies. 
Financing 

It is a matter of public record that 
most of the public offerings of securities 
have been made by concerns which in 
wealth and prestige easily attract the 
investor’s eye. The heavy part played 
by the unequal distribution of new 
money in stimulating the great corpor- 
ate growth of the two principal specu- 
lative periods has been recounted. 

Its 1925-1929 performance has been 
summarized by Dr. Rufus S. Tucker, 
who, in his contribution to the afore- 
mentioned National Industrial Con- 
ference Board Symposium, considered 
that “it was... easy for corporations 


| whose stock was rising rapidly in the 


market, and for large corporations 
newly organized along similar lines, 
to float large issues of stocks and bonds 
and to increase their relative impor- 
tance as compared with small corpora- 
tions or privately-owned concerns that 
had no access to the organized securities 
markets.” This is a judgment on one 
of those exciting periods which always 
evoke judgments. There is also a great 
deal of sober opinion holding that fi- 
nancing inequalities are making their 
mark in quiet times as well. 

It is not to be thought that smaller 
concerns do not also expand through 
financing when able, but their ability 
as a class to do so is manifestly less. 
According to Joseph L. Nicholson, “an 
examination of statements listed by the 
Securities and Exchange Commission 
for the first six months of 1937 for firms 
seeking capital of under $100,000 re- 
vealed a cost of approximately 30 per 
cent.... Even with the high commis- 
sion allowed the underwriters, 30 per 
cent of the 483 smaller security issues 
registered with the Securities and Ex- 
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change Commission since 1933 could 
not be sold at all. A large percentage 
of the remaining issues were only par- 
tially sold. The result was that the 
companies not only did not get their 
needed funds but were out the regis- 
tration costs as well.”?° 

The Securities and Exchange Com- 
mission itself recently announced” that 
small unseasoned issuers to the number 
of 584 who registered $321,000,000 of 
securities with the Commission be- 
tween July 7, 1933, and June 30, 1937, 
succeeded in selling, within a year from 
registration dates, only 23 per cent of 
the securities registered. 

Peter R. Nehemkis, Jr., special coun- 
sel to the SEC, recently remarked” 
that according to an SEC survey made 
last spring, “venture capital was not 
in any appreciable volume finding its 
way into the small business sector of 
our economy.” He further pointed out 
that since commercial banks generally 
regard loans for more than one year 
as capital loans, and are on the whole 
reluctant to use their depositors’ money 
for the making of capital loans, the 
small business man, when he is able 
to obtain bank credit at all, must resort 
to the 60-90 day loan for his capital 
requirements, obviously a dangerous 
practice. If the Securities Act of 1933 
has operated to impose dispropor- 
tionately heavy burdens on smaller 
concerns, as is frequently charged, 
their natural disadvantage would be 
increased. 

Even so, and unfortunately, there 
are no reliable measures of the actual 
volume of private financing by which 
the mass of business concerns is kept 
afloat. Such transactions still belong 
to the welter of personal relationships 
which no combination of statistical 
springs and dials has so far proved 
delicate enough to record. And the 
fact must also be registered that the 
stream of new enterprises still freshen- 
ing our economy must be entered under 
the heading of “new capital” for the 
“all corporations” category in this kind 
of argument. The net of it all seems 
likely to be, first, that on all visible 
counts the giants can finance legitimate 
needs more easily, and are also more 


15 “The Fallacy of Easy Money for the Small Business,” 
Harvard Business Review, Autumn, 1938. 


16 Securities and Exchange Commission Release No. 276, 
Statistical Series (Selected Statistics on Securities and on 
Exchange Markets, Part III), June 28, 1939. 

17 In an address delivered before the Junior Board of 


Commerce, Washington, D. C., August 3, 1939. 
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frequently tempted to over-expand; 
second, that in the nether world of 
personal finance ordinary corporations 
and people are supplied with funds to 
an extent that must be substantial but 
cannot actually be known; and third, 
that it seems safe to assume that the 
advantage lies heavily with those which 
have already won public recognition. 

A far more tangible comment on 
existing discrepancies is the effort cur- 
rently being made to have the Federal 
Government assume the rdle of either 
banker or sponsor for small businesses 
seeking capital. The Temporary 
National Economic Committee hear- 
ings during the week of May 22 re- 
sounded with pleas to this effect, offered 
both by and in the name of this class 
of entrepreneur. A bevy of small and 
middle-sized business men testified to 
years of successful operation now 
threatened with frustration by a want 
of capital that normal private reservoirs 
were not set up to supply. 

SEC Chairman Jerome Frank recent- 
ly told a Senate Banking and Currency 
committee that “the overhead cost of 
marketing an issue of $1,000,000 or less 
to the public through investment bank- 
ers makes the cost of the money pro- 
hibitive.” Ernest G. Draper testified 
at the same time that while he was 
Assistant Secretary of Commerce he 
examined some 4,500 complaints of 
small business men of their inability to 
borrow capital, and felt that at least 
1,000 of these proved that they had a 
good case. The pending Mead Bill 
would carry into the field of action 
some of these current exhortations con- 
cerning the financial needs of small 
business. 

Against all this drum beating in be- 
half of underprivileged corporations is 
heard at longer intervals the booming 
denial of bankers that reasonable needs 
for financial assistance go unsatisfied. 


So stated, however, the issues pass each 
other. Most of the serious controversy 
seems to swirl over intermediate and 
long-term forms of credit, which com- 
mercial banks did not extend until 
three or four years ago, which they are 
now cautiously extending to outstand- 
ing applicants under the style of term 
loans, and which are not sufficiently 
large to repay the cost of public flota- 
tion. Another important aspect of the 
issue seems to be that much of the de- 
mand is not for easier credit, but for 
risk capital, which entangles us 
promptly with other and semi-political 
issues, such as taxes, regulation, and 
confidence. 

The level at which most of the cur- 
rent argument is pitched is that of 
personal justice for small and middle- 
sized business men. By some the prob- 
lem of economic balance for a teetering 
nation is also believed to be involved. 
In both relationships industrial “con- 
centration” appears once again as a cata- 
lytic agent in the chemistry of law 
making, not here at least because of 
its operating failures or political impro- 
priety but because of its excessive fas- 
cination for the capital markets. 


Reinvestment and Earnings? 


In this article the pace of concen- 
tration by selected periods since the 
Civil War—analyzed statistically in the 
May Dwn’s Review—has been related 
to the major factors making for con- 
centration. These have been identified 
as mergers, financing, and reinvestment 
of earnings. The part played by mer- 
gers and financing has been discussed 
in these pages. Relative reinvestment 
of earnings by large and small corpora- 
tions, and its inevitable corollary, rela- 
tive earnings themselves, present oddly 
contradictory aspects warranting more 
delicate treatment. That bit of surgery 
will be attempted in a subsequent issue. 
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® Stop Accidents 
® Save Floors 


®@ Improve Appear- 
ances 


NEW iontiea 3 
NON-SLIP FLOOR WAX 


Specially processed to provide the non-slip feature, FLEX- 
ROCK NON-SLIP WAX can be used as a safe, protective, 
high-gloss coating on all types of floors. Easily applied. 
No rubbing. No polishing. Dries fast. Sticks tight and 
wears durably regardless of floor finish. Write for details 
of INTRODUCTORY OFFER. No obligation. 


FLEXROCK COMPANY 2762,Monnine st 


Philadelphia, Pa. 
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Open Doors for Your Salesmen! 


@ Here’s a gift that makes a good 
impression right from the start... 
and goes on recommending your 
product year after year, by its own 
trouble-free writing performance. 
Has famous Grip-Tite tip — leads 
can’t wobble or fall out. Your sales 
message imprinted on an Autopoint 
is assured a permanent place in your 
prospect’s pocket. The value of im- 
printed Autopoints in sales work has 
been proved thousands of times. 
Write for our fact-filled book, ‘““The 
Human Side of Sales Strategy,” that 
tells how more than 6,000 prominent 
firms use Autopoints to increase 
sales and open new accounts. 


AUTOPOINT COMPANY, DEPT. DR-9 
1801 FOSTER AVE., CHICAGO, ILL. 
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CUSHING FROM GALLOWAY 


JUDGING THE MARKET 


Nz owned the only two motion picture 
theaters in a small town in the South, but was losing money. He closed the 
smaller 15-cent one, and stil] Jost on his 25-cent house. He heard that a new 
theater operator was about to invade his territory, so decided to frighten him 
off by lowering his best theater admission to 15 cents and re-opening the 
smaller house at 10 cents. The competitor never came, but the two theaters 
have been running busily for two years at the new low prices and—he is now 


making money. 


Sometimes business loss is due merely to a failure to judge the market 


correctly—and usually the failure is in not realizing that a sufficiently larger 
volume may result from lower prices to change the results from red to black. 
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